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Drawn during the War between the States, this month’s cover was an engraving 
in the April 19, 1862, issue of “Harper's Weekly,” accompanying a report asserting 
that the South had seized Norfolk Navy Yard but “we saved the Cumberland and 
Pawnee, and we scuttled the Merrimac, which has since been raised.” ... Norfolk 
has long been famous for its shipping facilities: With nearby Portsmouth and New- 
port News it forms one of the finest harbors in the world, the Port of Hampton 
Roads. Built on land purchased from a carpenter in 1688 for 10,000 pounds of 
tobacco, the town was burned to the ground in 1776 by a British fleet. Only the 
chapel of St. Paul’s survived, a throwback in this century to pre-Revolutionary 
times. ... Rebuilt, Norfolk expanded and was incorporated as a city in 1845. As 
its advantages for shipping were recognized, it attracted manufacturing industries. 
Eight railroads, about 60 steamship lines and many buses are its caravans. Twenty- 
fourth largest port in the world, it is fifteenth in the United States, moving 
14,153,910 tons in 1937. It is the second city of Virginia, with a population estimated 
at 143,275 and 152 manufacturing establishments producing goods valued in 1937 
at $58,254,089. The average output of each worker in manufacturing is $9,812. 
Chief industrial activity is in shipbuilding, fertilizers, sea foods, textiles, automobile 
assembly, cement, and peanut and cotton-seed oil. Retailing volume is $50,120,000, 
wholesaling $88,280,000. Tourists call at Norfolk on the way to Virginia Beach. 
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THE DEFENSE PROGRAM 
REMODELS the ECONOMIC SYSTEM 


HE country is now 

painfully aware that 
thousands of bombers, tanks 
and anti-aircraft guns are 
not to be had by brisk de- 
cisions to buy them, nor that 
the effort to procure them 
will be without other and 
unwanted effects. This is 
no ordinary situation in 
which a new customer comes into the 
market, more or less on a par with ex- 
isting customers. The new man has 
public insistence behind him, he is in a 
hurry, he wants goods not now in pro- 
duction, and, unless he is handled care- 
fully, he may play ducks and drakes 
with a good going business. Growth 
in response to the profit motive has 
decided advantages over the type stimu- 
lated by the big one-day spender. Major 
changes have to be made in the business 


Program” 


petitive bids or negotiating contracts. 
article on “Some Economic Aspects of the Defense 


EDWIN B. GEORGE 


Economist, DuN & BrapsTREET, INC. 


The quick spending of several billions on 700,000 dif- 
ferent kinds of articles must inevitably bring a train of 
economic consequences; the new customer who is 
entering the markets has also the privilege of prior 
delivery, the power and need to summon new products 
from 10,000 plants, and the alternative of seeking com- 


examines its possible effects on 


structure to accommodate a “national 
program” that are quite different from 
those called forth by creeping changes 
in the needs of millions of consumers. 

Our economic organization has de- 
veloped in the form of a mass of des- 
perate economic particles struggling 
everlastingly to maintain some sort of 
working relationships with each other 
under the pressure of an urge for 
profits and a will to live. To bang 
down billions of unacclimated dollars 


This second 


onto all this economic bric- 
a-brac suggests something 
like the cosmic plural of our 
forefathers’ bull in a china 
shop. But we have to do it 
and so have a breakage 
problem on our hands just 
as we enter high pressure 
production. 

Details are principally 
confusing but their mass effect is com- 
petent testimony on the size of the prob- 
lem. It has been computed that 700,000 
separate items were required for the 
prosecution of the last war, most of 
them natural or slightly modified com- 
mercial items. In preparation for the 
next war it is reported that the War 
Department expects 10,500 peace-time 
plants to gear themselves to making 
war materials with perhaps 10,000 more 
in reserve. 


business. 
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Sleight-of-hand might well become 
an obsolete pursuit if admission could 
be charged for the tremendous spec- 
tacle of industrial conversion that a 
successful rearmament effort will re- 
quire. To grasp the reality one would 
waste his time imagining this process 
to mean merely such trivialities as the 
manufacture of military shoes by civil- 
ian shoe factories and military trucks by 
regularly constituted truck plants. 

In the new house of magic, agri- 
cultural implements are to give way to 
gun carriages; pipe organ manufactu- 
rers will turn their minds away from 
fugitive anthems and concentrate on 
wooden frame works for excruciatingly 
durable army saddles. The fourth es- 
tate may have to give up its dreams 
of brand new flat bed printing presses 
next year in favor of recoil mechanisms 
for 155 millimeter howitzers. The 
jingle of cash registers will be sup- 
planted by the sputtering of bomb fuses 
through the wizardry of machines 
capable of making both. Car drivers 
may get a little melancholy consolation 
out of our national emergency through 
the fact that the present equipment for 
making parking meters may be di- 
verted in part to the manufacture of 
bomb mechanisms. 

These are among the curious con- 
sequences of the way in which a nation 
has to face danger in 1940, but the 


fundamentals are blunt. What we will 
really be doing is to rebuild a part of 
America. Innumerable simple and 
complicated conversions. An unpre- 
dictable amount of new capacity for 
both war and peace-time merchandise. 
Renovations of standard plants and 
equipment on a large scale. Even 
plants and machinery of a design ca- 
pable, as they stand, of turning out 
war goods may not bear up under the 
strain of relentless war-time driving. 
The president of one of England’s 
largest machinery concerns recently 
warned that at the time England began 
to rearm go per cent of her productive 
equipment was antiquated, and he ven- 
tured the further assertion that approxi- 
mately 70 per cent of America’s indus- 
trial machinery is more than ten years 
old and that much of it is obsolete. 


Astronomical Amounts 


Fearsome figures are becoming com- 
monplace. A sample is the estimate 
that the total cost of converting “exist- 
ing equipment to the production of 
50,000 of 50-calibre guns a year, in- 
cluding machine tools, small tools, 
fixtures and gages for making such 
a change, would be $18 million, and 
that it would take a year to get such a 
plant ready.”* Another from the same 


1 William P. Kirk, Vice-President, Pratt and Whitney 
Aircraft, before Columbia University Engineering Alumni. 


source is that it “takes as long to make 
a 16-inch naval gun as a battleship.” 

These are intriguing details and they 
all mean money. Even so, all the illus- 
trations that could be thought of would 
rattle around in the omnibus figures 
to which they contribute. According 
to informed but unofficial estimates 
$20 billion may be the amount of the 
national bill for new construction, re- 
placement and maintenance over the 
next four or five years. Perhaps $44 
billion this year, $6 billion the second, 
$8 billion the third and, thereafter, per- 
haps, some tapering off because of the 
completion of the Army aircraft pro- 
gram—although not that of the Navy— 
is one guess as to the probable spending 
score. Events can alter the rate of spend- 
ing without the slightest difficulty and 
without affecting the general result. 
We know that the shock will be heavy, 
and, furthermore that an annual main- 
tenance cost of $4 billion or $5 billion 
after the defense structure is theoreti- 
cally complete is not unlikely. 

It is small wonder therefore that 
some of the members of our present 
Advisory Commission to the Council 
of National Defense are concerned 
over any appearance of complacency in 
the public mind respecting the speed 
with which we can make ourselves 
ready, if necessary, to confront a hostile 
world. If we take months and per- 
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haps years to achieve security we may 
still be ahead of a time schedule that 
under ordinary circumstances would be 
considered very exacting. Indeed, one 
of the tasks of our people in this crisis 
is to develop a mood in which we will 
be continuously braced against news of 
delays and disappointments. 

After all, Hitler’s regimented Ger- 
mans have worked like madmen for 
six years to perfect the military ma- 
chine that has startled the world. Even 
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England in its more desultory fashion 
has been on the job since 1937. It may 
often happen that good news to the 
engineer vis-a-vis the speed of our pre- 
paredness effort will sometimes look 
like distressing news to the layman. 

Such is the task which we have laid 
out for ourselves. Its significance for 
the purpose of this article is to give an 
inkling of the invisible but commen- 
surate effects upon our economic system 
that it may forecast. 


I. ECONOMIC PERILS 


NOWLEDGE of the economic 

effects will not be allowed to ob- 
struct the program. Still, the country 
will probably witness a strenuous effort 
on the part of the authorities to con- 
trol the character, direction and im- 
pact of the program in so far as it can 
be humanly done. The urgent con- 
siderations will be social and even 
humanitarian as well as economic. 

A simple way of fusing many of these 
considerations is to say that every one 
wants to avoid the errors of the last 
war. We want diffusion of war busi- 
ness to the extent desirable and prac- 
tical. We want to avoid the crowding 
of new factories and populations into 


already congested cities and areas, with 
its consequent pile-up and choke-up 
to the detriment of the main drive. 
We want as little as possible of excess 
capacity left in our industries after the 
need for it disappears. We shrink 
from the stimulation of evanescent 
standards of living, the retreat from 
which after the last war is still a 
memory of suffering. 

And, too, we want no more such 
dislocation as resulted from the driving 
and luring of labor from section to sec- 
tion throughout the country in response 
to the most attractive offers of the 
moment. We already have an abun- 
dance of ghost towns, held crazily to- 


gether by a populace reduced to the 
same level of futility as its weed- 
choked streets and gardens. We want 
no wholesale migrations of colored 
people from the South to the North, 
there to languish after the drums are 
stilled and exhilaration makes its in- 
evitable surrender to apathy. It is part 
of the responsibility of modern war 
making to plan for rehabilitation, and 
if we are capable of learning from ex- 
perience, we may be able to keep this 
final and major task at least within 
the bounds of the attainable. 

No more impressive illustration 
could be found of our defense coun- 
sellors’ own awareness and acceptance 
of this responsibility, than in the broad 
gage policy of “Distributive Buying,” 
adopted by Coordinator of National 
Defense Purchases, Donald M. Nelson 
and his assistant, Colonel Robert A. 
Roos. This policy requires that in all 
negotiations proper weight be given to: 

1. The impact on the consumer. 

2. Strategic geographical distribu- 
tion of orders. 

3. Allocation of orders to facilities 
with variable maximum and minimum 
quantities. 

4. The absorption of unused labor 
resources, both skilled and unskilled, 
agricultural and urban. 

5. The ease of procurement and 
the necessity for conservation of our re- 
sources and raw materials. 

6. The continuity of operations es- 
sential to speedy production. 

7. The stabilization of prices at a 
reasonable level. 

8. The avoidance of bottlenecks in 
transportation. 

g. The imperative necessity for 
complete and efficient mobilization of 
all our resources; and 

10. The maintenance of the national 
morale. 

From the sweep of economic results 
we do not want, it is evident that the 
number of people likely to be drawn 
into military service can be actually in- 
significant besides those being affected 
by Washington’s current “business” 
decisions. Certainly the first object of 
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the rearmament effort is to rearm. All 
necessary clearance having been given 
to that purpose, the country has a right 
to ask that in so far as possible its 
chronic living troubles be eased or at 
least not aggravated in the spending of 
the money. 

In the beginning the general cry 
throughout English official circles was 
that this time there were to be no such 
false slogans as “business as usual.” All 
energies and resources were to be con- 
centrated on the conduct of the war. 
There was to be no waste. And yet, 
during the first eight months of war 
there were still 1,300,000 unemployed in 
England while many of those em- 
ployed were working overtime. At 
least part of the reason, of course, lay 
in the lack of fitness of this residual 
labor supply for specialized tasks. Yet 
even from such eminent authorities as 
Prof. A. C. Pigou of Kings College, 
Cambridge, came warnings that it was 
possible for the diversion of peace-time 
resources and men to be too abrupt. 
He was so daring as to suggest that the 
slogan “business as usual” which was 
current at the beginning of the last 
war was not wholly foolish. 

Perhaps at no point are the social im- 
plications of the changes that must be 
made more apparent than in the field 


of labor. Many people have not carried 
their thinking on labor matters beyond 
the question of wages and hours. But 
the basic issue in this area is maximum 
utilization of our standing labor force, 
and beyond that the better adaptation 
of our labor resources to cur present 
industrial system. So far as wages and 
hours are concerned, in a crisis such 


‘values are relative. In any event they 


are to be settled only through a candid 
facing of both ascertained facts and 
political realities. 


Social Standards 


The President has already declared 
himself. He said, a short time ago, that 
America could rearm without sacrifice 
of the “social gains” achieved by the 
country within the last few years. On 
the other hand, the Advisory Com- 
mission so far has maintained a dis- 
creet silence, for the good and sufficient 
reasons that: (1) it is a collection of 
individuals and not a body; (2) most 
of the members’ thinking will be in 
terms of specific situations; and (3) 
hesitancy to take positions in such a 
sensitive and not immediately vital 
area. As to generalities, there would 
probably be no more unanimity than 
would be found in a cross section of 
private opinion. By the same token, 


[8] 


however, there are men on both the 
Commission and the assisting staffs 
who agree with the President that the 
sacrifices of existing standards should 
be made only as needed. In specific 
terms that might mean no advantage 
would be seen in relaxing either the 
Wage and Hour Act or the Walsh- 
Healy Act in industries with ample 
plant capacity and labor supply for all 
probable needs. To the extent that 
there is an issue, under such condi- 
tions it would at least not travel very 
far out of its peace-time setting. 

Despite words and attitudes for the 
record, however, many observers be- 
lieve in their hearts that intelligent and 
selective relaxation of some of our labor 
laws can hardly be avoided if we get 
into a really expanded program, that 
is one in terms of an army of 4 mil- 
lion men. So far there is no general 
claim that wages and hours are ob- 
structing the defense program. Con- 
tractors can always pay overtime if 
necessary, and the Government, in its 
turn is willing to meet the cost of 
preserving its social standards. 

The point, however, is not at stake 
in this discussion. The present focus 
is merely on “intelligence” and “selec- 
tivity” if there does have to be a let- 
down, and on the dread that these 
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words have for conscientious adminis- 
trators. The laws themselves are natu- 
rally arbitrary, and if they have precise 
and purely beneficial relationships to 
situations in real life they are partly 
lucky. At any rate they were not de- 
signed to get us out of an unpredictable 
crisis. For political reasons the problem 
is a delicate one. From an economic 
standpoint, measurements will have to 
be made anew of the standards that will 
come closest to meeting both the na- 
tion’s needs and labor’s expectations. 
But, although public opinion is 
likely to regard the main labor issue 
as turning on claims that wages and 
hours must be readjusted in spots, in 
the final analysis it may turn out to 
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be something quite different. Surely 
lasting in its effects, for example, will 
be the actual disposition that is made ot 
the available labor supply in manning 
the industrial front. This problem ties 
in with that of making maximum use 
of our resources. 

Industrial capacity is usually spoken 
of in terms of rigid figures, whereas in 
fact, it has consistencies ranging from 
the expansion coefficiency of steel to 
that of chewing gum. In continuous 
process industries it is probable that 
go per cent of the plants ran normally 
but one shift a day or perhaps as few 
as five shifts a week. In such instances 
it is obvious that work shifts can be 
doubled or tripled and the work week 


lengthened. This sounds very brisk 
and business-like but just the same it 
poses an economic conundrum. It 
avoids the necessity of expanding plant 
capacity, but sometimes might be at 
the expense of importing labor from 
other parts of the country. The answer 
in most of the bottle-neck cases would 
probably have to be that the labor be 
imported and housing for it be pro- 
vided on as scientific a basis as possible. 

But often, with careful planning, the 
solution need not be so severe. By 
way of random example, work does not 
always have to be divided horizon- 
tally. Parts can be contracted out to 
other manufacturers; obsolete equip- 
ment can be snatched from the scrap 
heap, and new life breathed into old 
plants; mechanical facilities employed 
in a lax industry can sometimes be con- 
verted to currently urgent purposes and 
can be operated by the regular crew. 
Apparently diverse industries can lend 
each other a practical helping hand, as 
even now the printing press industry 
among others is helping the hard- 
pressed machine tool industry. 


Re-employment 


One of the maddening aspects of the 
English experience is that some in- 
dustrial capacity was taxed to the 
limit, far into the present war, while 
unemployment continued to plague 
other parts of the country. The answer 
did not always lie in a shortage of 
specialized labor. Not until last April 
was there even a casual census of avail- 
able manpower. This spectacle of ne- 
glect may seem to reach into our own 
recent debate over the age brackets that 
should be covered by civilian registra- 
tion, although the reference is sub- 
mitted as evidence of the extensiveness 
of the problem rather than as a stealthy 
criticism of the final conservatism of 
our own policy. Our simple concern at 
the moment is to make our new in- 
dustrial up-surge provide re-employ- 
ment to the extent practically possible, 
instead of piling heavier loads on fac- 
tories that are already overworked and 


perhaps doing double or triple shifts. 
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From no quarter is there a contention 
that goods needed tomorrow morning 
be held up until lathe operators can be 
trained for a new plant in Bingville if 
capacity is available elsewhere. 

This objective of decentralization 
might also be furthered if the insistence 
on lowest possible price is relaxed. 
Contrarily enough, it is sometimes 
actually possible to get certain types of 


required supplies more cheaply by pay- 
ing higher prices for them if all eco- 
nomic as well as money costs are posted 
on the nation’s books. Such might be 
the outcome, again barring emergency 
items, if we used fully our existing 
productive capacity with its normally 
attendant labor supply. In the long 
run generally that would seem to be 
one good way to an efhcient defense 
program; and in the long run by the 
crudest standards of measurement, 
namely, price itself, we could con- 
ceivably get better results by keeping 
our sources of supply diffused and com- 
petitively alive. In any event, further 
concentration of industries and popu- 
lations would be universally accepted 
as dangerous. 

It is not necessarily a triumph of 
efficiency, therefore, for captains of in- 
dustry to bark swift orders calculated 


to set double shifts humming in an 
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overcrowded steel or textile city, nor a 
triumph of democracy for defenders of 
the people to cry out that there will 
be no relaxation of social standards. 
The truth will seldom run to absolutes. 
Sometimes the efficiency of triple shifts 
will be too expensive socially. And 
sometimes a blind adherence to social 
standards that are, after all, only per- 


sonal opinions elevated into laws, could 


cause material damage to the public 
interest. 

Rearmament is not a job for single- 
minded men, whatever their business 
seasoning or their i, q. of social con- 
sciousness. There are bound to be 
unhappy moments in the lives of our 
present leaders, political and industrial, 
when the opposing pulls are so evenly 
balanced that the only clear road to 
sound public action will seem to lie 
through a pair of dice. 

The problem has been illustrated in 
terms of conflicting major worries 
merely because in that way its signifi- 
cance could be most easily emphasized. 
There are, of course, hosts of secondary 
or merely contributory considerations. 
At some plants the equipment for a 
particular non-urgent job may be such 
as to call for the employment princi- 
pally of skilled labor, In others semi- 
skilled or even unskilled employees 
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may be capable of doing that job, albeit 
more slowly, and be available in dis- 
tress quantities. 

The principal chance for the fore- 
going kinds of social safeguarding lies 
in the fact that, while we speak con- 
tinually of the need for speed, there is 
no expectation that every order for 
every type of material must be instantly 
filled. Some of it may actually be able 
to move at a leisurely pace and still 
keep abreast of the part of the total 
program to which it is geared. In such 
cases we have sufficient room in which 
to manoeuvre to economic ends. 

The same kind of question arises in 
connection with a long felt desire to 
make better use of our older workmen. 
Certainly if no harm is done to the 
central scheme, mere efficiency or even 
mere price could not expect to control, 
Part of our emergency task is ob- 
viously to get out from under the spell 
of words. 


Home Pressures 


None of these forces meet head-on, 
or in equal strength under all circum- 
stances. Most of the pressures will be 
lateral—probably the more lateral the 
more political, One of the most appeal- 
ing cries that will be heard may be that 
of so-called “ghost-towns” seeking re- 
incarnation. The arguments are per- 
suasive. Here is a once prosperous 
city whose industries have either be- 
come obsolete or have moved away. 
Their populations stil) cling in large 
part to the place they will always call 
“Home.” They live in poverty that 
is immediate and in hopes that are 
probably vain. The Great White 
Father in Washington now decides to 
spend $10 billion, that may ultimately 
be $20 billion, for a vast assortment of 
merchandise. Obviously if some small 
share of such part of this new produc- 
tion as could be turned out in their 
idle plants could be allocated to them, 
the day would be saved. 

The question before responsibility- 
laden executives in Washington, how- 
ever, must be “Is it really saved?” It 
is perfectly true that apparently dead 
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towns may be merely suffering from 
cyclical inactivity and that orders from 
Washington could relieve temporary 
strain in a thoroughly defensible man- 
ner. That would be one problem and 
the solution dependent upon the facts 
in the premises. But what if the ail- 
ment should prove to be basic, and the 
town merely one that the march of 
events had passed definitely to one 


side? The problem would then be 
the vexatious one of determining 
whether artificial stimulation would 
merely result in enhanced agony once 
the streams of commerce returned to 
their normal beds. 

In addition to the problems of utiliz- 
ing our human resources industrially 
we are also going to have trouble as 
consumers. It is absurd to think that 
so much activity can be diverted to 
war purposes without cutting across 
normal supply lines. Much of the de- 
fense material required will be merely 
added output, at least in the early 
stages of the effort. But at some speci- 
fied points, number and extent un- 
known, supplies for the satisfaction of 
even well established tastes may begin 
to run low. They may not all be vital. 
The American standard of living 
would not be irreparably injured if 
the automobile industries failed to re- 


tool for new models every year. Some 
of the housing materials for slum clear- 
ance may temporarily have to go into 
other types of construction. Shifts in 
the character of our import and export 
trades may create a particularly trouble- 
some area. These random items are 
mentioned merely as illustrations of 
complexity. In any direction it is 
probable that others can be found, 


particularly if we make a serious bid 
for military security against any con- 
tingency. 

New plant construction obviously 
ties in with many of the problems cited. 
The present Army program may call 
for the expenditure of a billion dollars 
or more for this purpose. If it were a 
billion dollars of W.P.A. money it 
could be broken up into chunks and 
distributed according to need. As it is, 
military considerations must come first, 
and social considerations be served 
when possible. Military vulnerability 
will probably drive most of such plants 
away from the seaboard. As many as 
five interior defense production areas 
seem to figure in some speculative 
plans. 


The Army and Navy’s own strategic 


area is 250 miles from the seacoast and 


200 miles from the Northern and 
Southern boundaries. This restriction 


may be fortunate enough to coincide 
with economic preferences, as few are 
anxious to promote additional con- 
gestion in the Northeast and along the 
Atlantic seaboard. The scheduled 
location of new material facilities at 
Charleston, Indiana, was dictated by 
the availability of raw materials, water 
power, and proximity to a shell casing 
plant. So it will be in many other 


instances. An armor plate plant is 
needed but the prospect would seem to 
be for its establishment near to raw 
materials and power, rather than in 
dust storm areas. 

Power and transportation facilities 
within generally eligible areas will ob- 
viously always be factors of prime 
importance. Costs will be another fac- 
tor although they may rate low in 
comparison with other criteria. Post 
emergency salvage values would differ 
by localities and have to be antici- 
pated and much of our needed ex- 
pansion will inevitably take the form 
of additions to existing plants. 

But after military exactions, unem- 
ployment statistics may be expected to 
influence many of the decisions. Even 
that test is more difficult to apply than 
it sounds. A great deal of labor might 
be required for the construction of a 
particular type of plant and for living 
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facilities in the vicinity, while the actual 
operation of the plant might require a 
relatively small crew. Labor is not 
always a lump supply but a composite 
of types. There would not be much 
gain from extensive and temporary 
transplantings of one class of workmen 
for the relief of small local groups. 

It is significant that the problem of 
plant location is regarded by the De- 
fense Commission as sufficiently impor- 
tant to justify the setting up of a special 
unit in the Research Department for its 
study. 


Dividing Resources 


Lastly comes the problem of main- 
taining a sense of proportion in divid- 
ing resources between military and 
civilian needs. Where the former are 
not really urgent, it could easily be in 
the national interest that they be rele- 
gated temporarily to second place. But 
even moderate urgency may not always 
command absolute precedence. Incom- 
patible with a crisis though it may seem, 


it is quite possible for extreme military 
demands to go too tar. New enter- 
prises capable of providing re-employ- 
ment in critical areas may be ready to 
blossom save for a lack of a single 
commodity such as steel. If the pros- 
pect is sufficiently attractive, it is con- 
ceivable that the Army should be asked 
to step aside for the few days necessary 
to implement perhaps years of useful 
civilian work. The study of national 
capacity in its relation to both military 
and civilian requirements is probably 
one of the most important research jobs 
that could be imagined. Another unit 
in the Research Department has been 
entrusted with that monumental task. 

Some of these questions are dan- 
gerous. Not many citizens would like 
to have the responsibility of making 
such decisions. Yet to our unfortunate 
public officials and their citizen ad- 
visors they are merely incidents in the 
appalling job of converting the re- 
sources of a peaceful nation to martial 
uses. 


Il. CONTROLLING 
THE CONSEQUENCES 


HE same means that we have 
created for building defenses have 

in them elements of flexibility that can 
help to minimize their social cost. 
After they have served their proper 
military purposes, there will remain a 
residue of power that can be turned 
either to the negative task of repairing 
their own damage or the positive one 
of easing some of our chronic ailments. 
In negotiated contracts, an innocent- 
looking phrase, is packed a surprising 
amount of power for the pushing of 
economic consequences in one direction 
or another. Again, when the adminis- 
tration decides that some materials are 
“strategic,” some “critical,” and some 
“essential” they will to some inscrut- 
able extent be altering people’s lives in 
the affected areas of importation, pro- 


duction, and distribution. A thought- 
less and “just in case” system of freez- 
ing normal business in many of these 
materials could easily be more costly 
than productive. Still further, exercise 
of the priority power interrupts what- 
ever trend may have been in process in 
the industries accelerated and the in- 
dustries retarded. But, if used care- 
fully, the bruises it leaves can be kept 
minor and in some instances, it can be 
made to produce intended as well as 
chance economic results. 


Question-marks 


These points apply to the apparently 
simple business of purchasing standard 
goods capable of being turned out with 
existing capacity. For some weeks in- 
dustrialists have for their part been 
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disturbed over the conditions under 
which they will be asked to finance 
needed plant expansions. That more 
investment and reasonable provision 
against its loss will have to be worked 
into the grand rearmament plan is 
painfully evident. 

These various fields of control are 
already sprinkled with social and eco- 
nomic question-marks, and the choice 
of method are going to be pull-and- 
tug choices, not simple ones of deciding 
that we want cannon and _ building 
them. Some of the available devices 
for minimizing threatened damage will 
now be examined. It will be under- 
stood that their major use is military, 
and that efforts to turn them into in- 
struments of economic amelioration 
will sometimes stir up a little friendly 
bloodshed in Washington. 

In what follows attention wil be paid 
to both functions, with some respect 
for actual proportions. 

One other prefatory comment is 
needed. It is also conceded on all 
sides that business cannot be held up 
while bulky volumes of isolated or 
obscure facts are being compiled in the 
name of horizon-wide planning. The 
only defensible motto would be “What 
can be done, will be done.” Of service 
to this end, a Research Division under 
Dr. Stacy May of the Rockefeller 
Foundation has been staffed by special- 
ists both from numerous government 
departments and from private business, 
to extract essential information from its 
natural habitats, wherever and what- 
ever they may be. 

In addition, as a sign of both times 
and attitudes, the Census Bureau is 
planning to develop from the 1940 
canvass, vital, up-to-the-minute facts 
about the capacity, classified man- 
power, resources, and limitations of 37 
key industries by States. It expects, 
soon, to be able to feed the Commission 
with running tabulations at a few 
hours’ notice. 

All this planning is not to be con- 
fused, of course, with perfected ma- 
chinery. Facts are as diversified and 
elusive as the new war material with 
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which we are trying to fill our plains 
and skies. Unfortunately many of the 
facts most badly needed are also still 
on order rather than on hand. But the 
state of mind is evidenced by the ap- 
proach, and even though it be self- 
damned by an unconscious association 
with “economic planning,” it is one of 
our few promising long-range safe- 
guards. 


Buying Methods 


One of the first short-cuts supplied 
by Congress for use in desirable in- 
stances was to supplant the old method 
of competitive bidding with new-style 
negotiated contracts. Authority for 
this departure from peace-time custom 
was provided for the Navy Depart- 
ment by Section 4 of Public Act 43 of 
April 25, 1939 (for projects outside the 
continental limits of the U. S.), Public 
Act 635 of June 15, 1940 (an appro- 
priations act which also extended the 
scope of Act 43 to include facilities 
located within the United States) and 
Public Act 671 (Walsh-Vinson) of 
June 28, 1940, and Public Act 667 (re- 
inforcing Public Act 635); for the War 
Department by the Sheppard-May Act 
(Public Act No. 703, July 2, 1940).” 
~ 2 These laws progressively extended defense authoriza- 
tions and dealt with many aspects of the general progress 
aside from bestowals of power to negotiate contracts. 


Some of them will be more closely examined in a later 
section on price and profit control. 


These concessions, however, were by 
no means unqualified. While the 
Navy’s construction program, includ- 
ing machine tools and other similar 
equipment, was largely excepted from 
the old rules, its normal operating sup- 
plies with a few specific exceptions® 
must still be bought under competitive 
bidding. Even in this regard, how- 
ever, a saving proviso permits the 
President to authorize emergency pur- 
chases up to $34 million and emergency 
contracts up to an additional $34 
million without resorting to competi- 
tive bidding. 

The Army’s new license was more 
liberal, running even to such com- 
modious catch baskets as “supplies.” 
Authorizations were limited to appro- 
priations expiring in the fiscal year 
ending June 30, 1941. There was 
strong insistence throughout that prices 
be “reasonable;” close limits were set 
on contractors’ profits, some types of 
which are likely to survive although 
remaining subject to the general excess 
profits tax now in prospect while 
others may be completely supplanted 
by the new tax. 

It is not to be assumed, however, that 
negotiated contracts are a complete in- 


3 These exceptions are: steam boilers; experimental shells 
and projectiles; emergency purchases of raw materials 
abroad; ordnance; gunpowder; medicines; bunting; butter 
and cheese; tobacco; meats; pickles; desiccated vegetables; 
flour and baking contracts; and purchases under $500. 


novation. So long ago as September 
11, 1939, the Assistant Secretary of 
War approved certain “War Contract 
Forms.” This approval, however, was 
made under the authority of Section 
120 of the National Defense Act of 1916 
and was to be operative only in time of 
actual war. The new dispensations be- 
long to this eerie period in our lives 
when the fear of war is so compelling 
as almost to simulate the imminence of 
war, and one by one we drop safe- 
guards that were supposed to stand 
firm this side of actual hostilities. 


Power and Practice 


The existence of a power does not 
mean that it will be used on every 
possible occasion. As a matter of fact, 
most of the war business placed thus 
far has been through old-fashioned 
competitive bidding. Events are rather 
kaleidoscopic these days, and official 
data scarce, but at the moment of writ- 
ing something like $2 billion worth of 
contracts are supposed to have been 
signed, of which only a little over $800 
millions worth were negotiated. Three- 
quarters of this amount may have gone 
into ship construction, where the char- 
acter and locale of the spending are 
largely pre-determined by nature. 
These estimates are inserted merely 
for the purpose of coping with exag- 
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gerated notions of the extent to which 
this style of purchasing—negotiated 
contract—can be used for purposes of 
economic leverage, to control somewhat 
the forces set in motion by defense pro- 
gram purchasing. 

Just the same, with unknown billions 
of expenditures ahead of us, it seems 
likely that even after generous allow- 
ance is made for mandatory considera- 
tions, there will still be room for the 
indulgence of social and economic 
preferences. One large class of projects 
in particular may be made up of those 
in which strategic advantages are fairly 
equal at a number of points. In such 
cases the deciding vote may be safely 
left to the altruists. 
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III. COMPETITIVE BIDDING 
AND NEGOTIATED CONTRACTS 


O both responsible Government 

buyers and experienced private sell- 
ers, there are moving and _ heartfelt 
reasons for shelving the safeguards of 
competitive bidding. They would be 
glad to do it for any reason, and no 
excuse could be more virtuous than a 
national emergency. As a matter of 
fact, even religion is involved, in that 
the national output of blasphemy 
stands a good chance of being lessened 
by the new way of doing things. For 
competitive bidding has all the cum- 
bersomeness usually associated with 
democratic efforts to protect the 
people’s petty cash, and the disadvan- 
tages that cumbersomeness does not 
always insure true economy and some- 
times slows up legitimate business in 
the protective process. 

The following steps to be taken 
under the Government’s standard bid- 
ding system have no more authority 
than that of a suggestive outline, but, 
as such, may explain some of the pro- 
fessional feeling about it. 

1. The Government agency desiring 
merchandise prepares its estimates of 


requirements and forwards its requi- 
sition to the appropriate purchasing 
unit. 

2. The purchasing unit issues a 
public advertisement and/or invita- 
tions to bid in accordance with the 
specifications. 

3. Proposals are received from pros- 
pective suppliers by the purchasing 
unit which, at the appointed time and 
place, publicly opens and reads all bids 
received. 

4. Following a period necessary to 
verify the bids and to check the quali- 
fications of the bidders, particularly 
those submitting the lowest prices, the 
purchasing unit awards the contract to 
the lowest qualified bidder whose prof- 
fered product meets the specified re- 
quirements. 

This outline, however, is a study in 
simplicity compared to the girth and 
detail of the regulations surrounding 
the process. In the Federal Register 
of June 21, 1940, there appeared an 
excerpt from the current Army rules 
governing the procurement of military 
supplies and services. A good many 
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thousand words were required for the 
task. Some of the details are illuminat- 
ing from an administrative standpoint. 
Sometimes the Army buyer is required 
to follow standard Federal specifica- 
tions, particularly in the case of com- 
mercial articles used by two or more 
Federal agencies. When this is not 
feasible, there are United States Army 
specifications to be observed. Beyond 
these starting points there are many 
special conditions to be respected in 
connection with the purchase of special- 
ized military and naval items. 

Most of the process is necessarily of 
the time-consuming type. Purchasing 
officers have to distribute copies of 
“invitations” to the principal manu- 
facturers of or dealers in supplies re- 
quired. As a rule 30 days are per- 
mitted to intervene between the date 
of issue and the date of opening bid. 
Sometimes this period may be short- 
ened but never to a span of less than 
10 days, except in cases of serious 
emergency. Ordinarily there must be 
precautionary advertising. Six inser- 
tions in daily or four weekly papers 
will usually be considered proper. As 
with time allowances, this requirement 
can be modified in emergencies. But 
the newspapers still have a responsi- 
bility to discharge. They are required 
to forward to the Administrative As- 
sistant of the War Department sworn 
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provisions. 


statements of their commercial rates 
and other pertinent data. 

Returning to basic bidding pro- 
cedure, bidders are usually expected to 
state the least number of calendar days 
in which they will complete the per- 
formance. If the invitation for bids 
should stress the importance of time, 
“there will be added to each bid other 
than the one offering to complete in 
the shortest time an amount equal to 
the daily liquidated damages named in 
the invitation for bids, multiplied by 
the number of calendar days that such 
bidders have named for performance 
of the work in excess of the days 
named by the bidder proposing to do 
the work in the shortest time.” 

In these regulations information on 
all but “restricted” projects is to be 
furnished on application to anyone de- 
siring it. Except again for “restricted” 
projects, bidders will be permitted to 
examine standard samples, plans, speci- 
fications, etc., at official places of de- 
posit. 

There are hundreds of details, of 
course, and special provisions govern- 
ing special cases. As a random ex- 
ample, whenever land-grant or water 
routes can be utilized, invitations are 
to call for delivery f.0.b. point of origin 
in preference to f.o.b. point of desti- 
nation. 


Procedure 


When the Procurement Division is 
the jobber or purchasing agency, it in- 
forms its own prospective customers 
(i.e., the agencies in question) of such 
contracts for goods as it already has in 
force, together with prices and other 
The consuming agency 
then forwards its purchase orders 
directly to the contractors and delivery 
is made directly to them. There is a 
provision in the Federal rules permit- 
ting Government agencies to place or- 
ders in amounts of less than $100 
without receipt of competitive bids, 
but the concession is not an unqualified 
one. It is usually required that such 
exceptions shall be employed only in 
emergencies or in exigencies. Because 


of the risk of an unfavorable inter- 
pretation by Government auditors re- 
viewing the purchase without full 
knowledge of the circumstances, per- 
sons authorized to incur expenditures 
for Government accounts usually take 
the precaution of calling for competi- 
tive bids even in emergencies. 

It is small wonder in the face of 
these often formidable barriers, that 
sometimes only large concerns with 
legal staffs are deemed really equipped 
to supply the Government. The rec- 
ords would not support the quip, but 
the quip can explain impressions. 


Negotiated Contracts 


The avoidance of involved routine, 
however, was not the only reason for 
the partial shift or slide to negotiated 
contracts. The advantages and dis- 
advantages of the new policy will stand 
closer examination. 


SLAG POTS BEING PUSHED INTO POSITION FOR A RUN—CHARLES PHELPS CUSHING 


Let it be understood at the outset 
that Congress’ primary purpose in 
sanctioning negotiated contracts was 
to make military procurement more 
efficient. The Army and Navy supply 
officers have, over the past decade, 
accumulated a tremendous mass of in- 
formation concerning the ability of 
thousands of individual manufacturers 
to turn out particular varieties of mer- 
chandise. This information is being re- 
checked and supplemented by the De- 
fense Commission. It is reasonable to 
argue that this careful preparation can 
be better capitalized by a discretionary 
system than one in which low price is 
the controlling consideration. Through 
use of the negotiation process respon- 
sible executives can move directly to 
their objectives without having to dive 
blindly through red tape or being 
perpetually plucked at by obscure 
regulations about competitive bids. 
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Not only are there hundreds of thou- 
sands of items required, but a neces- 
sity for innumerable refinements if 
the items are to be integrated into a 
military machine that actually works. 
As a casual example, there will have 
to be incessant compromise between 
engineering designs and the practical 
capabilities of available machine-tool 
equipment. No one wants these com- 
promises to be any broader than can be 
helped. 

The task of approximating ideal blue 
prints is the verbally simple one of 
finding the producer who can come 
closest to matching it and is ready to 
get on with the job. Buyers do not 
relish undertaking such tasks without 
license to follow their nose rather than 
the Biblical print and cadence of official 
regulations. True enough, the latter 
embody the wisdom of experience for 
ordinary governmental purposes, and 
in complexity might often be equalled 
by those of greatly admired corpora- 
tions. It is simply that the present 
situation is special. 

Our problem is an immense accumu- 
lation of problems, all jammed together 
by the necessity of doing an unprece- 
dented job at an unprecedented rate of 
speed. There must be executive de- 
liberation without the mechanical 
checks and counter-checks usually 
appropriate to governmental proce- 
dures, but which in the present setting 
might cost more than they save. 

But discretion imposes a terrible load 
of responsibility. Just as price is not 
the major consideration in the quick 
arming of a nation, speed in itself is 
not always a sufficient achievement. If 
speed is merely thoughtless, that part 
of the public mandate is satisfied that 
demands action, but not the part that 
demands genuine security, which is not 
merely a matter of battleships and gun- 
sights. The country must be kept in- 
tact economically. If its economy is 
merely unravelled for the purpose of 
laying bare a miscellaneous mass of 
materials from which builders can pick 
and choose more conveniently, dis- 
orders must follow and our jeopardy 


will be different but still serious. A 
militarized economy is merely the 
armadillo or turtle phase of organic 
statehood, and a powerful shell is no 
protection against acute indigestion. 
Along with the improved _possi- 
bility of getting the right goods fast, 
these broader considerations may like- 
wise be served by the authority to deal 
on a man-to-man basis with potential 
suppliers. The fit that it makes with 
some of the social and economic prob- 
lems previously appearing as illustra- 
tions in this article is not bad. With 
respect particularly to the many com- 
modities where breath-taking haste 
serves no particular purpose, it becomes 
the practical instrument of discretion. 


No Command 


The condition created is that prices 
and rules are no longer bars to easy 
movement. When, because of superior 
price or precise quality, orders begin 
to flow too heavily toward one manu- 
facturer or area, the Government’s 
business managers can turn elsewhere. 
As a first result, congestion at the 
affected points is lessened. And, in 
making the shift, management can 
look at the relative use of serviceable 
capacity in other plants, at the relative 
loads of unemployment borne by their 
communities, at the numbers of new 
employees (as determined by the type 
of their equipment and the proficiency 
level of idle labor) they would be likely 
to take on, and such other flesh-and- 
blood factors as immediately available 
knowledge might suggest. Often the 
authorities may do no more than look. 
A law does not command what it re- 
fuses to forbid, and exigencies not even 
dreamed of in abstract analysis may 
ultimately have no trouble at all in 
looming bigger than statistics. All 
that the pubic has a right to ask of 
servants on whom it places such heavy 
burdens is not to lose track of the idea. 

At any rate the Commission has 
gotten away from the tyranny of low 
prices, except to the extent that the pub- 
lic interest seems to be better served by 
submitting to it. While freedom to 
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work toward full use of resources is 
the most comprehensive way of de- 
scribing this gain, some of the details 
are instructive. A collateral escape that 
it makes possible is, for example, from 
the bulk-line prices of unfavorable 
memory in the last war. The scientific 
definition of the term is the price that 
will bring in the last production needed 
to get the required supply. The prac- 
tical meaning is that prices are likely 
to sky-rocket until the least efficient 
producer or the most obsolete plant is 
making money. This price might give 
a 100 per cent or more profit to low 
cost producers, and, in fact, is fre- 
quently alleged to have done so in 
1918. Apropos of prices deemed to be 
unduly high, some of the officials feel 
that they now have a device wherewith 
to defeat either collusive bidding or 
firm “price leadership” in tightly knit 
industries with a small number of 
producers. 

Through negotiation prices can be 
made to match circumstances. One 
price can be assigned on account of one 
factor and another price on account of 
another factor for the same product. 
Equity also sometimes lies upstream. 
There is, for instance, greater latitude 
in figuring allowances for experimental 
work. The Government is not re- 
nowned for steadfastness in choosing a 
design and staying with it. In fact, 
there are many types of situations in 
which costs are unpredictable. Some 
of the most artistic laments in un- 
written industrial literature owe their 
origin to engineers and production 
managers engaged in developing new 
military equipment at a price. Natu- 
rally allowances for the purpose are 
customary, and, indeed, in the last war 
cost-plus contracts sometimes provided 
solace for some very original hardships 
and inconveniences that would have 
had a difficult time getting recognized 
by private buyers. But cost-plus con- 
tracts are out this time, save for the 
fixed fee variety, and through nego- 
tiation, the Government and its pur- 


5 “Price-Fixing as Seen by a Price-Fixer,’’ Quarterly 
Journal of Economics, Vol. 33, pps. 205-241, February 1919. 
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veyors will be permitted to bargain 
their way through new difficulties as 
they arise. It is perhaps helpful to 
recall at this point that many of the 
current appropriations and authoriza- 
tions have not been sent out into the 
world without the defense of profit 
limitations, and that excess profits taxes 
of a perhaps crescendo order may be 
lying ahead. 

An interesting recent action of the 
Army Quartermaster Corps, taken 
under the guidance of the Coordinator 
of Defense Purchases, has been with 
respect to the ancient f.o.b. vs. delivered 
price duel. The procedure involved is 
still nominally one of competitive bid- 
ding, but, not being rigidly bound to 
it, the variations that purchasing agents 
can ring on it promise to be fascinating 
before the military season ends. At any 
rate the Quartermaster Corps may now 
invite bids on large quantities of criti- 
cal and essential items on an f.ob. 
factory basis. Not only will the Gov- 
ernment take delivery at the plant, but 
its invitations will make no reference 
to destination and in comparing quo- 
tations it will disregard cost of trans- 
portation to destinations. One of the 
purposes is to avoid extensive cross- 
shipment and eliminate duplication of 
inspection. Under present procedure, 
the Government’s regional warehouses 
feel the responsibility of checking de- 
liveries in addition to the check made 
at the factory. 


Total Costs 


There is also a deeper purpose tying 
in indirectly with one of the broad 
economic objectives recognized above, 
that of avoiding excessive concentra- 
tion of war material orders. A manu- 
facturer far removed from Government 
depots can compete with the man next 
door to one of them. Final price may 
be higher, once the Government’s ex- 
pense in carrying the goods wherever it 
wants them is added, but it has already 
been made clear that when the Govern- 
ment upsets existing supply-demand 
relationships it has decided to quit 
worrying too much about price. It is 


more interested in total costs to the 
economy than in the price of random 
orders, and the new bookkeeping is 
apt to deal extensively in business 
capitalizations of social values. It is 
also capable of tramping on business 


toes. As may be detected from both 
numerous actions of the Federal Trade 
Commission and from several tons of 
economic literature, some industries do 
not sell f.0.b. plant. Quite an interest- 
ing assortment of zone and delivered 
price systems could be affected by this 
new policy. 

Furthermore, the Army-Commission 
combine has decided to accept split bids. 
The net result of this innovation will 
be to enable small manufacturers to 
compete for portions of large orders 
that formerly were beyond their reach. 
Naturally minimum quantities upon 
which bids will be received will be set; 
efficiency in handling is still a con- 
sideration. But maximum quantities 
may also be set, if it is desired to make 
sure that the “opportunity” really cul- 
minates in spread orders. Here again 
we have wishful thinking made effec- 
tive. The chances of small business are 
improved; a new means of breaking up 
threatened concentrations of Govern- 
ment business is created. 

Insults to the virtue of low price have 
been rather copious in the last few 
paragraphs. The seeming contrast 
with both professional and Govern- 
ment fulminations against any other 
kind of price for manufactured goods 
during the last few years may be a bit 
shocking. In times of peace, everyone 
is properly at liberty to spread his own 
gospel of what constitutes “good” 
prices, and, indeed, there is nothing 
more entertaining than a good squabble 
over what makes prices what they are 
and should something be done about 
it. But whatever “right” may be under 
normal circumstances, the Govern- 
ment’s buying program is capable in 
spots of playing hob with it. There- 
fore the new credo. The breadth of 
some of the current calculations of 
“right” prices is best illustrated by the 
argument that, if unemployment is re- 
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duced through the shunting of Gov- 
ernment orders into high-cost plants, 
the true cost is the amount of the bill 
minus relief payments, not to mention 
the difference in human values be- 
tween the two methods of supporting 
human life. 


Possible Difficulties 


The partial replacement of competi- 
tive bidding by negotiated contracts 
does not mean that sellers and buyers 
may now expect to live to a serene 
and untroubled old age, nor that the 
economic results will all be good. 
There may be both internal and ex- 
ternal difficulties. 

1. An automatic system is now 
being replaced by a discretionary one, 
and where there is discretion, there 
will be differences of opinion. With 
all its benefits, it must be recognized 
that the addition of an Advisory Com- 
mission to old-established purchasing 
units with their prejudices and predi- 
lections, provides an unusually favor- 
able climate for arguments. It is 
human nature for established authori- 
ties to prefer being supreme authorities, 
and, if difficulties should arise, to dis- 
like taking the blame for the errors of 
others. It is also to be expected that 
a considerable amount of good-will has 
materialized out of the personal rela- 
tionships of buyers and sellers even 
under past practices of Government 
purchasing, and that more will ma- 
terialize in the course of negotiating 
contracts. Such little flower beds in 
what is supposed to be strict business 
soil are one of the very reasons for in- 
sistence on competitive bidding, and, 
for whatever it is worth, a certain 
amount of security is lost. There may 
in general be a reluctance to give up 
familiar powers, a strong pull that, in 
itself, may sometimes take stout deter- 
mination to resist. And finally, despite 
all the clerical marching and counter- 
marching, there will be times when 
competitive bidding is faster than ne- 
gotiation. 

So far all these dangers are hypo- 
thetical and it is to be trusted that they 
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will remain so. They are acknowl- 
edged here merely for completeness. 

2. Anyone who has lived in the 
atmosphere of Government knows that 
“discretionary power in the spending 
of money” is a fancy name for trouble. 
When awards have to go to low bid- 
ders, save for a few equally specific 
qualifications, there is not much occa- 
sion to interfere with an officer’s dis- 
charge of his duty. When he is 
authorized to use his judgment, he is 
apt to be smothered with advice, rang- 
ing in character from information to 
threats. This exposure to pressure was 
one of the elementary reasons for com- 
petitive bidding. 

Most of the pleas advanced in favor 
of special interests are sincere. It is 
so of a Chamber of Commerce wanting 
a new industry, of social-minded men 
wanting relief for a distressed area, of 
Congressmen wanting careful attention 
to the claims of their constituents. But 
that does not make the job any easier 
when complicated assortments of facts 
have to be weighed against each other. 


Regional Pressure 


As a case in point, the public al- 
ready knows of the recent descent of 
a group of Mid-western Senators and 
Congressmen upon the Defense Com- 
mission for new plants. Report has 
it that they avoided parochialism and 
bespoke only the advantages of the 
broad expanse of country that they 
collectively represented. But should 
such an approach be laced with hints 
of non-support for a defense program 
that did not serve specific sectional in- 
terests, serious damage to the national 
interest could result. And, wherever 
judgment is involved, proof of wisdom 
is likely to be difficult. 

Even in the instance cited, appear- 
ances were at odds with facts. The 
lump sum announcements of contracts 
awarded suggested much heavier con- 
centration along the Atlantic Seaboard 
than was actually the result. The head 
offices of many Mid-western manu- 
facturing concerns are in New York. 
Sales offices get the orders, but the 
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business goes to the factories. Further- 
more, thousands of sub-contractors 
around the country may finally divide 
up among themselves a large propor- 
tion of the payments for merchandise 
that to all appearances are banked in 
the East. And a time lag in getting 
their share of the money may be the 
only discrimination to distant areas 
when orders for complicated technical 
products eventually find their way back 
to raw materials. 

It has, indeed, been estimated that 
with full allowance for subterranean 
ramifications over half of the $2 billion 
commitments so far made will find 
its way to the interior. It is always 
difficult to unravel economic skeins. 
Discretion in the spending of public 
money may at times add that duty to 
the already heavy burdens of the de- 
fense authorities. 

In any event, we may as well resign 
ourselves at the outset to the fact that 
there can never be anything like equal 
use of all areas. That much should 
have been clear from the earlier dis- 
cussion of considerations affecting plant 
location, such as the need for speed, 
adjacency to power, reasonably low 
costs, and social problems, including 
unemployment. 

The political angle is, of course, only 
illustrative. Industrialists are indis- 
pensable to the rearmament effort, and 
whatever their high-mindedness there 
will always be critics ready and willing 
to believe that proximity bestows a dis- 
proportionate amount of influence. 
Labor’s representatives in the defense 
effort are men of unusual ability and 
are widely respected, but, other things 
being equal, it would be regarded as 
only natural for them to prefer that 
Government business go to organized 
plants. Such charges are really triviali- 
ties in comparison with the size of the 
job which is being done, but one can 
never tell when they will matter. Im- 
pressions are often more important than 
facts. 

The main hazard, nevertheless, is 
from the swinging onto the Commis- 
sion of group, bloc and area pressures 


that have been particularly influential 


in the democratic way of life in recent 
years. While there has been nothing 
like a complete abandonment of com- 
petitive bidding in favor of free bar- 
gaining, and such transition as is 
evident has been of the shaded or 
circumstantial type, enough has hap- 
pened to let us see the major opposing 
considerations. The experience and 
diplomacy of the present administrators 
will probably not allow an issue to 
arise, but the potentialities are as fol- 
lows: Buying flexibility in the interests 
of full utilization of resources vs. ex- 
posure to uneconomic pressures and 
prejudices. 

If preservation of as many normal 
forms of Government behavior as pos- 
sible is also one of our broad hopes, 
perhaps a final word should be added 
respecting the Commission’s own ap- 
parent conception of the uses of nego- 
tiated contracts. Its actions to date 
suggest a recognition that the privilege 
was intended merely to loosen the 
joints of a going system, rather than 
to disconnect them. One of the first 
rules laid down for himself by the new 
Coordinator of National Defense Pur- 
chases was to let a job alone when it 
was being well done. Departures from 
traditional practice have not, so far, 


been made bumptiously or as demon- 
strations of power, but for clearly seen 
purposes. They have sometimes been 
made where price bidding would actu- 
ally have been quicker, but would also 
have resulted in an unnecessary inter- 
ference with the processes of normal 
business. 

Nor has sight been lost of the Gov- 
ernment’s ancient, two-tone ambition 
to centralize procurement functionally 
and decentralize it geographically. De- 
spite the current influx of hopeful trad- 
ers into Washington, appropriate field 
offices of the Army, Navy, and Pro- 
curement services have been kept 
abreast of the new standards, and have 
been retained as positive factors in 
contract negotiation in those instances 
calling for negotiation. The flexibil- 
ity is of a character that might easily, 
under suitable circumstances, result 
in a mixture of old-style bidding 
with new-style bargaining. Through 
such a procedure the best available 
prices could be located and the award 
then be allowed to yield to social and 
economic inducements within the most 
generally favorable price areas thus re- 
vealed. Given pre-digested knowledge 
of the urgency of such inducements, 
with respect to particular purchases, the 
time loss need not be fatal. 


IV. PRIORITIES 


RAVE economic decisions are also 

implicit in any resort by the Gov- 

ernment to priorities for the sake of 
speeding up war orders. 

Priority is a simple word and one 
would never guess that real demons 
lurk in it. If defined as a contest over 
whether Army, Navy, Coast Guard, 
Alaska, or Pearl Harbor gets the next 
batch of guns coming out of our limited 
production oven, it remains simple. 
The parallel in personal experience is 
boys sworn to eternal fealty, but mo- 
mentarily fighting over cake. The 
scene shifts abruptly if an alien cake- 
eater happens around the corner. In 
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the military version, the invader, al- 
though a very innocent one and of 
irreproachable character, is 130 million 
civilians. There are some goods that 
both of them want and the military 
insists it must have. Priority is claimed. 
And at this point simplicity disappears 
and economics takes over. 

As we stand, our national industrial 
plant is capable of turning out a much 
larger volume of needed goods than is 
now available. But unfortunately the 
conversion to military uses of capacity 
that, in peace times, is surplusage, is 
often impossible. It is inevitable, 
therefore, that military and civilian de- 
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mands will clash at numerous poinis. 
The two-phase problem arises oi (1) 
deferring to the first without losing too 
much of the business and employment 
that comes from the second and (2) of 
preventing the old and new demands 
from combining to drive prices com- 
pletely and dangerously out of line with 
costs and normal market relationships. 
Resort to some kind of system of 
priorities is obviously necessary. The 
belatedness of its adoption in England 
is one of the serious charges against the 
Chamberlain government. Yet there 
is still reason on economic and social 
grounds, as plainly suggested by the 
problems cited, to use such powers as 
sparingly as possible. 

~ With respect to the risk of “gutting” 
private business, an unwanted result 
of priority would be the withdrawal 
of our resources from industrial use, 
at,a rate faster than the progress of the 
military program required. Sustained 
commercial productien is also part of 
the total defense plan, and there is 
definite prejudice within the Commis- 
sion against interfering with it any 
more than can be helped. Reckless 
military drafts on the capacity of an 
industry for goods that are not urgently 
needed can injure, rather than build, 
the country’s “strength.” That indus- 
try was there because it served a useful 
purpose, and when it is lifted from its 
place in the business world, economic 
blood is spilled somewhere. 


A Plan 


The price hazard is equally clear. If 
40 per cent of an industry's capacity 
is pre-empted by the Government for 
military purposes, and the remaining 
60 per cent cannot satisfy current pri- 
vate demands, and private customers 
are not put on rations, run-away prices 
are a likely consequence. Scrambling 
for inventories would very possibly be 
the order of the day. No matter how 
brisk and efficient an announcement of 
“compulsory priority” for Government 
business might sound, it might have 
to take in a great deal of private busi- 
ness territory as well, before it could 


prevent buyers from plunging into 
competitive buying of the orgy type. 
To some thinking, a mild plan is the 
only alternative to a sweeping plan. 

There is nothing new about priorities. 
We really have systems of them all over 
the place, but most of them get down 
to the matter of price. We are usually 
content to have it so, for it is through 
such systems that different degrees of 
ability and willingness to buy and to 
sell are satishied and in turn severally 
contribute to national productivity. But 
in the present instance, extreme short- 
ages are created by the actions of the 
Government itself. and there is no use 
depending upon natural forces to fill 
the void. That would merely result in 
priority to the buyer with the longest 
purse, with no necessary relationship at 
all to a generally advantageous flow of 
goods. In such a situation the old War 
Industries Board gradually developed 
a far-reaching system of public and pri- 
vate priorities which, in the words of 
Chairman Bernard M. Baruch “was 
destined to become the most charac- 
teristic feature of the whole scheme of 
war time supervision over the industrial 
forces.” 

Then we were actually at war, and 
the national temper was perhaps more 
responsive to calls for discipline and 
sacrifice. “Legally,” stated Mr. Baruch, 
“priority orders outside the sphere of 
transportation were, possibly, no more 
than requests; in fact, they usually were 
stated in the form of requests and their 
issuance was ordinarily in conformance 
with understandings reached through 
negotiations with the trade involved; 
but actually they had all the force and 
vigor of orders, since every concern 
affected knew that if it did not comply 
its supply of fuel might be cut off’ its 
material and supplies might not be re- 
ceived for transportation,” or its estab- 
lishment might be seized by the Gov- 
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ernment. 


6 “American Industry in the War” a Report of the War 
Industries Board, by Bernard M. Baruch, Chairman, Gov- 
errment Printing Office, 1921. 

7 Under authority of the food and fuel control Act of 
Congress, Aug. 10, 1917. 

8 Under authority of the Act of May 29, 1917, amending 
the Interstate Commerce Act, and of the preferential ship- 
ments act of Aug. 10, 1917. 
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The Priorities Division of the Board 
employed two coordinate methods oi 
procedure. Under the first, orders were 
sorted into five general classes of pri- 
ority certificates, to each of which was 
assigned a preference rating, although 
only to the extent necessary to insure 
delivery on the date specified in the 
order. As this certificate system was 
extended, it was found possible and de- 
sirable to make it partially automatic 
by assigning priority ratings to entire 
classes of orders without the necessity 
for individual applications. 

The second method of the Division 
was broader. It took the form of a 
“Classification of Purposes Demand- 
ing Preferential Treatment,” reinforced 
by so-called “Preference Lists” of in- 
dustries, as contrasted with orders, 
whose operations were considered of 
exceptional importance and usually 
bore a direct relationship to the more 
specific “rated” orders. 


After War 


Significantly, a Presidential commit- 
tee appointed primarily to plan the 
most effective disposition of the avail- 
able labor supply, recommended that 
“no industry should be absolutely pro- 
hibited and destroyed.” The reasoning, 
obvious enough, but perhaps destined 
for repetition .in this new crisis, was 
that “the benefits from such a danger- 
ous restriction would be trifling com- 
pared to the economic loss during and 
after the war.””° 

In circumstances “short of war” and 
featured by a large and far from fully 
utilized industrial plant, a merely 
Advisory Defense Commission is 
wrestling with the same problem. It 
has at its disposal the experience of the 
War Industries Board and a freedom 
of choice that is still wide. 

The variety of situations with which 
the Commission may have to deal 
makes a final decision far from easy. 
For many commodities there are ade- 
quate existing supplies or facilities 


® Under authority of Section 120 of the National Defense 
Act of June 3, 1916. 

19 Report of June 22, 1918, Industrial Adjustment Com- 
mittee of Priorities Board. 
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wherewith to serve both military ‘and 
civilian needs. In such cases “priority” 
need take no more strenuous form than 
the pious precept “first things first,” 
with Army and Navy business easily 
qualifying for the title role. At the 
other extreme, the existence of short- 
ages may argue strongly for a care- 
fully worked-out system of ratings, 
which however enforced could do 
some measure of violence to our econ- 
omy. Variety in situations, however, 
is still distinct from variety in forms 
of authority. Either type may be 
handled by hard or soft methods. 


Forms of Priority 


Priority can take a multitude of 
forms, ranging from a mild expression 
of hope to virtual pre-emption of plant 
management by Government. It could 
start and finish with a simple request 
to a manufacturer to give certain 
Army and Navy orders the right of 
way. It could conceivably grow into 
complicated little schemes of sales allo- 
cation by industries on a self-regu- 
latory basis, although to paraphrase 
the famous disposal of a somewhat 
similar idea by the late Justice Holmes, 
probably not while the present Com- 
mission sits. The current mood seems 
to be that, if there is any allocating to 
be done, the Government will do it. 
At worst, and not to be expected, 
simple and innocently intended priority 
could soar and swell into full-fledged 
cartel control, under which honest-to- 
goodness Bureaucracy and Regimen- 
tation might drop in for a long visit."’ 

So far the Commission has not seen 
fit to rush into compulsion. It has 
preferred to rely upon voluntary co- 
operation by industry, with full recog- 
nition that in a breakdown the author- 
ity of the State may have to be in- 
voked. It is not blinking the fact that 
there are serious bottlenecks to be 
broken or to be widened. But it still 
hopes to accomplish this purpose 
through diplomatic use of unquestion- 


4 These choices are with respect to the domestic market. 
Priority of domestic over export business in vital com- 
modities has already been effected through export em- 
hargoes and licenses. (See ‘Uncle Sam Goes to Market’’ 
Deun’s Review, August, 1940, pps. 21 and 24.) 


able priority power, and through antici- 
pation of shortages and ability to build 
ahead to meet them before they be- 
come acute. 

The voluntary plan now being fol- 
lowed by the Advisory Commission is 
called a “Preference Classification Sys- 


” 


tem.” Both the title and some of the 
details are reminiscent of the structural, 


although not the administrative, ap- - 


proach of the War Industries Board. It 
rests on the establishment of preference 
ratings among different categories of 
Army and Navy materials as suggested 
by the Army and Navy Munitions 
Board. The power to enforce priorities, 
should that necessity finally arise, is 
vested in the President. But at present 
the plan operates as follows: 


As far as may be considered necessary, each 
contract placed with private industry or each order 
assigned to arsenals or Navy Yards will bear a 
preference classification, determined and assigned 
under the direction of the Army and Navy Mu- 
nitions Board. 

General preference classifications to be em- 
ployed are: Class AA, reserved for future emer- 
gencies of an exceptional nature, and Class A, 
consisting of such Army and Navy orders as re- 
quire preferred treatment. Each of the above 
general classifications will in turn be subdivided 
as far as may be necessary. For example, AAt1, 
AA2, At, A2, etc. 

In addition to the preference classifications, each 
Government contract or order will also carry a 
desired date of delivery, and delivery date is the 
primary consideration. 

A high preference rating does not mean that 
work on or delivery of orders bearing a lower 
classification or orders for private account or for 
export should be delayed, unless necessary in 
order to meet the delivery date on the order bear- 
ing a superior preference rating. As long as the 
delivery dates are met, details of adjustment will 
be left primarily to the industry itself. 


Confidence 


This language is both amiable and 
optimistic. It accurately reflects the 
Commission’s belief that the great bulk 
of needed supplies and equipment can 
be obtained without major difficulty 
through regular Army and Navy pro- 
curement channels.’* 

If a contractor has trouble securing 
his own necessary supplies a reminder 
to his sub-contractors that his orders 
carried preference ratings is likewise 
expected to insure a general snapping 
to attention. Naturally at every sup- 


“Uncle Sam Goes to Market’ Review, 
August, 1940, for an analysis of the Government's purchas- 
ing organization. 
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ply level there will be some exceptions. 
Such instances are to be relayed to the 
Army and Navy Munitions Board, 
either directly or through the Govern- 
ment inspector. Failure there will re- 
sult in an appeal to the Coordinator of 
National Defense Purchase for a work- 
able adjustment. 

* Sensitivity to economic dangers is 
consistently reflected in official pro- 
nouncements on priority problems. As 
a recent example, when the President 
on September 13 released a statement 
on the principles expected to govern 
administration of the weighty power, 
he took care to list along with military 
aims such objectives as the spreading 
of workmen’s slack seasons, avoidance 
of undue geographic concentration of 
orders, and a minimizing of the im- 
pact of the defense program on con- 
sumers. 


Subject to Change 


This plan, like every untried plan, is 
subject to change. It could not pos- 
sibly be a betrayal of confidence to say 
that there are those who do not think 
it will work—or rather who feel that 
there will be an awkward number of 
cases posing difficulties or giving rise 
to squabbles that must be handled at 
the top. The Commission’s preference 
for cooperation rather than compulsion 
even in the face of these doubts, how- 
ever, carries considerable significance. 
Quite different economic consequences 
could flow from the two methods, as 
is clear from a glance at some of the 
considerations that may have influenced 
the. decision: 

1. The situation is not generally 
stringent. As already implied, there 
is a great deal of unused capacity that 
can be turned to emergency needs. It 
is well known that some of the most 
critical shortages are not real priority 
problems at all, but result from such 
complete inadequacies as to be cured 
only through new plant construction— 
for example: air planes, gunpowder, 
aluminum, and armorplate. 

2. Relations with industry are looser 
and more flexible under voluntary 
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than under compulsory ar- 
rangements. Native in- 
genuity still has a place in 
the American system. 
Manufacturers are not rare 
who want most of all to be 
allowed to meet emergen- 
cies in their own way and 
usually will find the way. 
They are accustomed to re- 
moving immovable obstruc- 
tions in inspirational detail- 
by-detail fashion. It is often 
better to commandeer the 
intelligence rather than the 
obedience of managements. 
The slapping down of rigid 
rules at this stage of the pro- 
gram might operate on a 
loose mass of vaguely con- 
nected buyer-seller relations like a Still- 
son wrench on a watch. 

3. Compulsory priority may co more 
than merely clear the way for a needed 
item. It may start a chain of events. 
The manufacturer’s trouble may not be 
in his own plant, it may go back to a 
lack of zinc. Priority may, therefore, 
have to be imposed on the zinc mines 
as well. The problem admittedly ex- 
ists under both systems, but starting 
points and genuine trouble centers can 
sometimes be more effectively reached 
through negotiation than through au- 
thority. The easy availability of power 
is sometimes a deterrent to hard but 
more satisfactory work. 

4. The psychology of compulsion 
is bad and may, indeed, be the strong- 
est argument against its quick use. 
When invoked, the tendency is to 
use it generally, instead of selectively. 
Compulsion is a weed and spreads 
quickly. 

Its subjective weakness is not con- 
fined to officialdom. It creates a state 
of mind throughout industry that ex- 
pects its extension, and precipitates 
actions that would otherwise take a 
slow and normal course if they mate- 
rialized at all. Of outstanding impor- 
tance under this heading is the fact 
that, as soon as the existence of the 
power and the method attracts atten- 
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tion, there is a scramble for inventories. 
Then may follow a necessity for allot- 
ments and eventually wide-scale price 
fixing. Already, in many situations, it 
is not at all unlikely that inventory buy- 
ing, as much as emergency buying, has 
created such necessity as exists for 
priority control. 


Power and Preference 


General arguments cannot cover 
every situation. Up to this point in 
the Commission’s history, however, 
there is discernible a strange absence 
of pleasure in power, and a marked re- 
luctance to use it. This is not to gainsay 
a recognition that the end of the volun- 
tary road may be reached whenever 
military requirements begin to tax the 
capacity of an entire industry upon 
which the civilian population is also 
making demands. The use of authority 
is not scorned or finally rejected. But, 
for the time being at least, and until 
cooperation fails, compulsory priority 
seems to be well down on the Com- 
mission’s own “preference list” of pro- 
cedures. 

These remarks have to do with the 
procurement of war stocks from exist- 
ing industrial capacity. The thinking 
of some of the authorities only starts at 
that point. They are looking ahead to 
the day when further realization of 


military hopes will intensi- 
fy present demands. They 
profess to see two possi- 
bilities. One is that their 
present purchases will have 
pushed up the market and 
that when they buy again 
they will have to pay higher 
prices that bear their own 
trade-mark. The second is 
that a need for priority now 
is usually prima facie evi- 
dence of need for immedi- 
ate expansion prepara- 
tion for a maximum war 
effort. In this view, to 
establish priorities without 
planning for new construc- 
tion is all but putting the 
cart before the horse. The 
moral is that easy flirtations with power 
tactics at this stage on the part either of 
Government or industry, however justi- 
fiable, may in the end have industrial 
effects that would not be deliberately 
invited. 

Not at all incongruously in a topsy- 
turvy world, many of the arguments 
over the best means of achieving mili- 
tary sufficiency turn out to be economic. 
It is obvious that the effect on people’s 
lives, if the priority principle is called 
into general use, will differ from what 
it would be if events were allowed to 
take their course. It is also obvious 
that the result will be influenced by a 
choice of voluntary as opposed to com- 
pulsory methods. Washington’s de- 
cisions in this area are protective rather 
than of positive force. We have seen 
that negotiation of contracts allows the 
Defense Commission to work toward 
deliberately selected ends having a 
relation to maximum use of our eco- 
nomic resources. In the case of priori- 
ties the economic as contrasted with the 
military results are largely restrictive. 
The talk is merely of how to minimize 
the curtailment of civilian satisfactions 
that comes from their use. In this area 
the Commission is fighting a defensive 
action. 

There are a few exceptions to this 

(Continued on page 48) 


* 


tT Ig 4 0 


| 
- 
[ 22 ] 
; 
7 
4 


BENCHMARKS of PROFITABLE OPERATION 
in 50 RETAIL TRADES 


VARIATIONS IN GROSS MARGIN, NON-MERCHANDISE EXPENSE, AND INVENTORY TURNOVER 
RECORDED IN THE FIFTH DUN & BRADSTREET SURVEY OF RETAIL OPERATING COSTS 


F A PROFITABLE retailer is more 
likely than a loser to be a good credit 
risk and a growing customer, any 
wholesaler and manufacturer who sells 
to the retail trade has a stake in main- 
taining the health and profits of retail- 
ing. The majority of chain store or- 
ganizations are well able to take care 
of themselves and to utilize to the ut- 
most degree the latest and most effec- 
tive schemes for merchandising and for 
financial control. Such organizations 
have made long and effective use of 
merchandising standards such as ex- 
pense and profit ratios to gage efficiency 
of operation and spot unprofitable store 
units. What about the independent 
retailer? 

The fifth Dun & Brapstreet Survey 
of Retail Operating Costs continues to 
place similar standards at the disposal 
of independent retailers for the purpose 
of checking their experience and im- 
proving future profits. The survey is 
based upon the experience of over 13,000 
retailers, who co-operated by volunteer- 
ing on the survey questionnaire form 
their 1939 operating statements. 

The retailers’ need for help is demon- 
strated by the fact that about 220,000 of 
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Director of Surveys, Research and Statistical Division, 
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them disappear from the business scene 
every year, approximately one out of 
every eleven listed in the Dun & Brap- 
stREET Reference Book. True enough, 
only 7,000 were reported as failures last 
year, but many of those buried without 
benefit of a legal funeral in the bank- 
ruptcy court also represented a loss to 
creditors. A still larger proportion 
represented loss of equity by the pro- 
prietors or partners of the fallen enter- 
prise. 


New Expense 


The wholesalers or manufacturers 
who sold these retailers not only wrote 
off bad debt losses in many cases, but 
the lost customers had to be replaced at 
the expense of sales and promotional 
effort if the seller was to maintain his 
place in the market. Even those sup- 
pliers who check their credits carefully 
and, as a fruit of good judgment, suffer 
a minimum of bad debt losses, canno: 
dodge the fact that an old and estab- 
lished customer is generally a better 
distributor and less costly to sell than 
a new customer. 

These facts have led many whole- 
salers and manufacturers to an active 


use of the standards presented in pre- 
vious retail surveys. They have found 
it a practical and profitable means of 
long range sales promotion. When the 
illness of a retail enterprise becomes 


‘evident in the form of working capital 


anemia, slow payables, asthmatic re- 
ceivables, or adipose inventory the 
trouble can usually be traced to faulty 
operation of some phase of the business, 
and comparison with the survey stand- 
ards has frequently proved to be the 
starting point of diagnosis and cure. 

The accompanying tables summarize 
the survey results in 50 trades selected 
from the completed tabulations. The 
discussion is in three parts: first, the 
characteristic differences between 
profitable and losing stores; second, 
variations in gross margin, inventory, 
and profit ratios among the several 
trades and types of trades; third, the 
considerations which must underlie an 
analysis of a particular store’s operations 
when they are compared with the sur- 
vey standards. 

It should be made clear that the fig- 
ures presented in this initial discussion 
are not the meat of the survey itself. 
They are grand averages of two sorts: 
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I. THREE OperaATING STATEMENT DIFFERENCES BETWEEN 
PROFITABLE AND UNpROFITABLE RETAILING IN 50 TRADES, 1939 


(Difference between figure for profitable retailer and figure for unprofitable 


retailer expressed as a percentage of figure for unprofitable retailer.) 


RETAIL TRADES 


Foop, BEVERAGES, AND RESTAURANTS 
Alcoholic Beverage Stores... .. . . 
Bakery Shops. . . 
Confectionery Stores.................. 
Drinking Places, Taverns, and Bars 
Grocery Stores. ....... 

Grocery and Meat Stores 

Grocery Stores with Filling Stations. . 
Meat and Fish Stores... .. . . 
Restaurants and Other Eating Places. : 


GENERAL MERCHANDISE AND FARMERS’ SUPPLIES 
Country General Stores... . . 
Dry Goods and General Merchandise Stores. Fe 
Farm Implement Dealers. . 
Farmers’ Supply Stores . 

Limited Price Variety Stores 

APPAREL 
Custom Tailors . . : 
Family Clothing (including Cc hildren’ Shops) 
Fur Shops . Soiree 

Lingeric, Hosiery, Millinery, and Accessories 
Men’s and Boys’ Clothing Shops. . 
Men’s Furnishing Stores... . . 
Shoe Stores... . . . 

Women’s Ready-to- Wear Shops 


AUTOMOTIVE 

Automobile Accessories and Parts. . 
Motor Vehicles. 

FurNiturRE AND Hovusenoip Wares 

Electric and Gas Houschold Appliances 

Floor Coverings Stores 

Furniture Stores 

Furniture and Hardware Stores 

Furniture and Undertaking Concerns 

House Furnishings Stores 

Radio Stores (with repairing) 


MATERIALS AND Harpwari 
Hardware Stores : 

Hardware and Farm Impleme nt Stores 
Hardware Stores with Contracting 
Lumber and Building Materials 

Paint, Wall Paper, and Glass 


OTHER RETAILING 

Rook 
Cigar Stores and Cigar Stands 
Coal and Other Fuel Dealers 
Drug Stores 

Gift, Novelty, and Souvenir Shops 
Jewclry Stores. ....... 
Monument Concerns 
Musical Instrument Stores 
Nurseries and Florists. . 
Office Equipment and Supplies 
Sporting Goods Dealers 
Stationery Stores. . . 


MEDIAN (AIl trades) 


Profitable retailers of Men's and Boys’ Clothing, for example, 


Gross 
Margin 


Advantage 


At 
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Operating Speed ot 
Expense Inventory 
Economy iurnover 
— 23.5 — 3.0 
— 12.7 — 12.9 
— 7.1 + 1.9 
— 4.9 
— 17.6 + 5.2 
10.3 9:5 
+ 17.6 
+ 55-0 
— 10.4 + 31.0 
— 16.0 + 81 | 
— 19.9 + 11.1 
3-4 
— 12.7 + 1.2 
— 17.8 + 37 
— 18.5 + 18.8 
— 12.8 — 5.0 
— 32.4 
+ 66.7 
— 18.8 + 11.8 
— 18.6 + 26.7 
0.0 
—12 + 8.6 
— — 14.7 
— 115 + 8.0 | 
— 1.9 
— 11.2 + 9.0 | 
= 18.7 + 14.0 
— 6.8 — 18.2 
— 19.3 + 16.7 
— 12.8 0.0 
— 22.2 —- 10.0 | 
— 12.8 + 11.5 
— 29.6 + 16.2 
— 20.6 oa 31.6 
17-5 
— 14.2 + 6.7 
+ 18.1 
= 43 
— — 26.4 
+ 6.4 
— 15.8 + 18.5 
oO. 
— 19.8 + 20.5 
— 20.4 + 40.0 
0.0 
— 15.2 — 18.2 
— 21.3 0.0 
— 11.7 + 11.5 
— 15.4 + 6.6 


averaged a gross margin of 32.6 per cent, 


while unprofitable concerns in the same trade operated on a margin of 29.4 per cent. The margin of the 
profitable concerns was 110.9 per cent of the margin of the unprofitable stores, or the difference between 
them was +10.9 per cent. In reading columns 1 and 2 it should be noted that these differences are not 
percentages of sales, but percentages of gross margin and expense ratios, respectively. 


operating ratios for the trades as a 
whole, useful primarily for comparisons 
between trades; and differences be- 
tween profitable and losing store ratios, 
useful in determining the characteris- 
tics of profitable operation but of no 
value in the examination of an indi- 
vidual store. Data of a more detailed 
sort will be made available in future 
months. 

The analysis of each trade has been 
carried out in as great detail as the 
number of cases will permit. Where 
possible the stores in a trade have been 
grouped in sales volume brackets, and 
a separate set of operating ratios com- 
puted for each group. Similar group 
figures have been computed according 
to size of town, geographic region, 
credit policy, and other significant 
factors." 


Profitable Retailing 


Since profits must live between the 
margin ceiling, which always tends to 
sag, and the rather jumpy floor of ex- 
penses, it is no astonishing discovery 
that profits are the result of realizing 
a better margin than is attained in the 
losing store, and of holding expenses 
lower. In all of the 50 trades, profitable 
stores spent less of their sales receipts 
on expenses than did the losers, while 
in 48 of the 50 trades they were able to 
retain a larger part of the sales dollar 
as margin. 

However, the survey results warrant 
additional observations. For retailing 
as a whole, margin advantage and ex- 
pense economy appear to be roughly 
cqual in importance as sources of added 
profit. Among the 50 trades shown 
here, the profitable store ordinarily 
realizes about 17 per cent wider mar- 
gin, and spends about 15 per cent less 
on expenses than the loser (table I). 

Obviously this general conclusion, 
based on broad averages, is not ap- 
plicable to every trade. It does hold 
approximately true in sixteen of the 50 
trades, while in 21 trades a wider mar- 
gin is the more important hallmark of 


1 4 separate survey folder, containing all of the available 
tabulations, will be published for each of about 60 trades 
and will be available to readers of Dun’s Review. 


| 51.5 
; | 15.5 
| 6 4.9 
37-0 
| 21.6 
1.0 
+ 21.8 
— 6.5 
+ 24.7 
+ 10.9 
7:3 
16.1 
24-4 
| 
| 
A | 
| 
17 
20 
| 
20 
17 
| 
/ 
3 1 
! I 
H | “4 
| 
| 
Faz 
| ; + 16.3 
1826 
| + I¢ ».8 
+ 115 
| + 4.3 
- | + 1.0 
3123 
| + 20.4 
+ 13.2 
| 
‘ 
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the profitable store, and in thirteen 
trades expense economy shows in the 
survey as the more important. 

A few striking examples stand out 
among these trades. First are the in- 
stances where the profitable stores re- 
corded a marked advantage over the 
losers in merchandising, but spent al- 
most as large a proportion of sales on 
expenses: Confectionery; Farm Imple- 
ments; Lingerie, Hosiery, and Wom- 
en’s Accessories; Farmers’ Supplies; 
Automobile Accessories; and Motor 
Vehicles. In some cases, this wider 
margin may have been related to exten- 
sive service revenue not obtained by los- 
ing concerns, but in most instances the 
difference remains as evidence of mer- 
chandising policies which affected mar- 
gin: skillful buying, better selling, or 
more method in marking up goods. 


Expense Economy 


At the other extreme are those trades 
where the typical profitable retailer did 
business on approximately the same 
gross margin as the loser, but derived 
his profit mainly from expense econ- 
omy: Alcoholic Beverages; Custom 
Tailors; Furs; Men’s Furnishings; 
Radios; Paint, Wall Paper, and Glass; 
Monuments; Musical Instruments. It 
may be a coincidence, but a majority of 
these are “luxury trades” where the op- 
posite policy of “soaking the rich cus- 
tomer,” in an expensively run establish- 
ment, is the traditional success formula. 


EWING GALLOWAY 


The much celebrated importance of 
inventory turnover in successful retail- 
ing is also supported by the survey re- 
sults in the majority of trades, but the 
evidence is by no means as overwhelm- 
ing as it was in the instances of margin 
and expense advantages. In these 50 
trades it is estimated that the typical 
successful retailer turns his inventory 
over about 7 per cent faster than the 
unprofitable operator. 
Faster turnover was re- 
corded by the profitable 
operators in 33 of the 
50 trades; but in oppo- 
sition is the fact that 
the stocks of unprofit- 
able stores turned fast- 
est in twelve trades, 
and in five more trades 
their goods turned at 
the same speed as the 
stocks of profitable 
stores. This is in mark- 
ed contrast to the uni- 
versal tendency of 
profitable stores to 
make a better record 
than the losers in their 
margin and expense 
ratios (table I). 

In a few trades the 
inventory turnover ad- 
vantage of the profit- 
able group is so mark- 
ed as to suggest that 
careful buying and 
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merchandise control are important fac- 
tors in success: Restaurants; Custom 
Tailors; Lingerie, Hosiery, and Acces- 
sories; Men’s Furnishings; Hardware 
and Farm Implements; Jewelry; 
Monuments. At the other extreme, 
those trades in which the profitable 
merchants’ stocks turn far more slowly 
than do the losers’, may be instances 
where a full assortment of goods, or a 
broadening of the line, is more impor- 
tant than a single-minded pursuit of a 
fetish for speedy turnover: Confection- 
ery; Automobile Accessories; Floor 
Coverings; Cigars and Tobacco; Musi- 
cal Instruments; and Office Equipment. 

The exceptions just mentioned can- 
not by any stretch of the imagination 
be made an argument against an ade- 
quate stock control system, which will 
prevent embarrassing shortages and 
will spotlight excess stocks. Such a 
system can keep the stocks clean, yet 
permit quantity purchases at bottom 
prices. A controlled inventory may 
turn over faster as a whole than the 
stocks of a dealer who tries to compen- 
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sate for poor stock-keeping through 
hand-to-mouth buying. 

These findings do, however, rein- 
force the judgment (which many 
shrewd retailers have reached without 
the aid of statisticians or surveys) that 
rapid inventory turnover is not the 
cure-all for commercial ills which some 
trade journal articles and convention 
speeches have made it seem. In many 
lines we are still recovering from the 


“Jet the manufacturer carry your inven- 
tory” were universal texts. At one time 
it appeared that the ultimate result 
would be a plan whereby the retailer 
would order a new hairpin every time 
he soldone. The possible opportunities 
for increasing the cost of our distribu- 
tion system resembled a bad dream. 
Stock control has proved to be the 
only permanent, profitable, and _rela- 
tively fool-proof method of increasing 


faster turnover generally breeds a price 
war which eats up any advantage 
gained. Thus inventory turnover par- 
takes of the nature of all other good 
things beneath the supernatural. There 
can be too much of it. 


Bread and Caviar 


Rapid turnover and a narrow margin 
are commonly associated with immedi- 
ate consumption goods, such as gro- 
ceries, gasoline, and toilet goods; while 


era when “hand-to-mouth buying” and turnover. A price cut in the hope of 
the mention of a slow-turn trade sug- 
Z gests the need of wider margins and the 
; merchandising of luxuries or durable 
II. Typica, Oreratinc ExperiENcESs OF 50 RETAIL TRADES, 1939 consumer goods, such as jewelry and 
(Median averages of figures for all stores, both profitable and unprofitable; furniture. Though the story of retail- 
percentage figures are based on net sales.) ing is NOt so simple as this general sum- 
RETAIL TRADES Gross Operating Taventory mary would make it appear, the survey 
Profit Margin Expense Turnover’ results reflect these characteristics. 
margin percentages) Per Cent Per Cent Per Cent Times Comparisons between wide and nar- 
Custom Tailors Serer 1.3 63.2 61.9 1.7 | row margin trades may seem of little 
Monument Concerns 3.0 62.1 59.1 
Nurseries and Florists 5.1 58.4 53-3 37 | interest to anyone but a theory-fancier, 
Bakery Shops 6.0 54.0 48.0 13.8 as compared with the obvious practical 
Fur Stores 5.6 50.2 44.6 2.0 y aes 
Garages 21 48.9 46.8 4.0 value of studying the characteristics of 
Jewelry Stores 5-3 48.9 43-6 1.1 profitable operation. However, it 
Radio Stores (with Re pairing) 2.4 44-5 42.1 3.9 
Restaurants and Other Eating Places. . el 43.2 39.1 25.9 should be remembered that almost 
every trade involves a mixture of widely 
Gitt, Novelty, and Souvenirs 6.3 42.3 36.0 1.8 : are 7 
ok 43.1 37.5 varied merchandising problems. Gro- 
Office Equipment and Supplies 3.3 41.7 38.4 2.8 ceries include caviar as well as bread. 
Musical Instruments 21 39.7 37.6 3.0 
House Furnishings nop es 37.2 38 A jeweler may sell quantities of a low- 
Furniture Stores 44 38.1 33-7 2.7 margin, popular-price mechanical pen- 
Floor Covering Stores 2.3 37.0 34:7 3.1 : ; 
cil, yet hold a precious stone for years 
Drinking Places, Taverns, and Bars 4.0 36.3 32.3 15.8 before he finally discovers the right cus- 
Lingerie, Hosiery, Millinery, and Accessories 3.3 35.8 32.5 2.8 
35.4 34.8 23 tomer at a price which justifies the 
Electric and Gas Houschold Appliances 2.5 35.3 32.8 4.6 carrying cost. Observation of these 
Paint, Wall Paper, and Glass 2.2 34-9 32:7 2.6 Paes a He f 
Automobile Accessories and Parts. . 5.2 34:3 29.1 3.0 trade differences may lead to revision 0 
Men’s Furnishings 1.0 34.2 33.2 1.9 mark-up and pricing policies to fit the 
Confectionery 4.8 33.8 29.0 10.8 turnover rates of individual items. 
Sporting Goods Stores 24 33.2 30.5 3:1 oo 
| Shoe Stores 2.2 32.9 30.7 1.8 In order to facilitate study of these 
Hardware with C Sontracting 2.3 2.7 30.4 2.2 natural differences in retail operating 
Stationery Stores 3.0 32.6 29.6 2.9 
ratios, the averages for the 50 selected 
Men’s and Boys’ Clothing and Seaside 3.5 31.8 28.3 1.8 . 
Limited Price Variety ia ticks 5.0 31.3 26.3 2.8 trades have been arrayed in order of the 
Family Clothing 3-3 30.6 27-3 2.0 size of gross margin ratio (table II). 
Women’s Ready-to-Wear Shops. . 18 30.5 28.7 3.8 Widest margins were necessarily re- 
Coal and Other Fuel Dealers... 2.8 30.1 27.3 8.0 ported by those trades where manufac- 
Furniture and Hardware 3.0 29.9 26.9 1.9 turing or repair work require a large 
Hardware ......... 29.1 26.7 2.0 
Dry Goods and General Merchandise. 3.0 28.1 25.1 2.0 payroll. All of the first nine trades 
Lumber and Building Materials. 2.9 26.9 24.0 re listed. where the gross margin exceeds 
Alcoholic Beverages 2.6 26.8 24.2 6.5 
Filling Stations 2.0 24.3 22.3 15.9 43 per cent of the sales dollar, either 
Cigar Stores and Cigar Stands . 23.9 21.6 8.0 
make or repair goods. In addition to 
23.5 21.7 50. ; : 
this, seven of the nine (excepting res- 
Hardware and Farm Implement Dealers 0.2 20.4 20.6 2.4 taurants and bakeries) depend entirely 
Farm Implement Dealers........... 1.0 19.7 18.7 2.9 ; / 
Grocery and 1.9 19.2 17.3 13.5 (Continued on page 46) 
Grocery Stores 1.5 17.9 16.4 10.0 
Country General Stores. 17.9 15.4 3.9 
Rarmers Supoly Stores... 2:5 17.5 15.0 8.7 
Motor Vehicle Dealers ..............- 1.2 17. 15.9 8.3 
Grocery with Filling Station .......... a 15.8 15.7 13 
| 
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HTS SCANNING SKIES KOR ENEMY PLANES OVER ENGLAND-—-HARRIS & EWING 


EveNT oF THE MontTH Durinc THE Monto 
Germany and Italy donate portions of Changes in United States Cabinet... . 
Roumania to Bulgaria and Hungary while Conquered nations pay bond interest. 
air war waxes and wanes over Britain. .. New anti-trust suits over price control. 
1 ALuMINUM Company or AmeRicA announces secon:l 1940 price Cusan Constitution has provision for fifteen-year industrial in- 
reduction of cent a pound. " troduction patents, granting monopoly on some of previously 
1 imported products to any domestic firm which erects plant to 


FeperaL TrapeE Commission rules that under Robinson-Patman manufacture 80 per cent of national consumption. 


’ j ‘ : to establish Canadian-American Joint Board on Defense. 
18 Explosives corporation in Los Angeles announces development of 
7 PHILIPPINE NATIONAL AssEMBLY votes President extraordinary Blue-RPX, uranium explosive at least 237 times as powerful as : 
economic powers... England to purchase Egyptian cotton crop. TNT. 
BritisH announce withdrawal of all military forces from Shanghai U. S. Cincurr Court oF APPEALS, Boston, orders Waumbec Mills, 
and North China. . . . You can be as big as you want provided Inc., New Hampshire, to pay three years’ back wages to two job 
you pass along the savings to the customer—Assistant Attorney- 20 applicants rejected, it is said, for union activity; must also hire 
9 General Thurman Arnold. . .. Anaconda Copper Mining Company them. . . . L. Bamberger & Co., Newark, N. J., opens cash and 
begins work on Butte, Mont., plant to have annual production of carry basement catering to “below $1,200 income class. 
100,000 long tons of manganese from low-grade ore by new P ; F 2 
process. Roumania forced to cede Southern Dobruja to Bulgaria: announces : 
that nation faces 1,000,000-ton wheat shortage. . . . Mathieson 
yo Alkali Works announces development of Chlorite, which bleaches 
Russia opens canal connecting Black Sea and Baltic. . . . Gwynne kraft wrapping to writing paper whiteness and operates in both ape 
10 Evans Coffee Company, St. Louis, Mo., will use plastic-lined acid and alkaline solutions. : 


paper bags. 
Larcest deposit of high-grade manganese ore ever discovered in 


Feperac RESERVE Boarp revises its Index of Industrial Production, 22 United States found near Hot Springs, N. M. 


using average of 1935-1939 as 100 and giving more weight to ; 
newer industries. . . . France will pay expenses of German occu- RoosEvELT signs Investment Company Act and Investment Ad- 
11 pation by redeeming occupation marks from her storekeepers at 23 visers Act giving SEC power to regulate investment trusts and f 
counselors. . . . France adopts modified prohibition law. , 


twenty francs each and returning the currency to Germany. . . . 


Argentina reports large oil discovery on government land. 
PresipENT signs bill authorizing one-year mobilization 


28 of National Guard and army reserves. 


CoLuMBIA RECORDING CORPORATION announces drastic price cuts 


in symphonic recordings. . . . U. S. Quartermaster-General an- : 
14 Cuicaco lets contract for 200 police radios operating by frequency 
nounces two new policies in procurement: acceptance of bids : : 
FOB factory and of split bids for large orders modulation. ard, Columbia Broadcasting System shows successful 
29 television broadcast in color by use of simple attachment. . . . 
Columbus, Ga., drops chain-store tax after legal fight in State 
CHURCHILL offers United States British territory in Western court. 
Hemisphere under 99-year lease in exchange for 50 or more old mal : 
15 destroyers. . . . American-built stoker enables Brazil to burn GerMANyY and Italy give Hungary half of Roumanian Transyl- ‘ 
domestic, high sulphur content coal. . . . Cardboard containers 30 vania and guarantee Roumania her new borders. . . . Standard - 
introduced for oil and dog food. . . . U. S. Weather Bureau will Steel Spring Company, Coraopolis, Pa., announces tin plate made 


issue general, sectional forecasts for five-day periods. with 50 per cent nickel. 
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LIMESTONE BOAT UNLOADING AT CLEVELAND-——-CHARLES PHELPS CUSHING 


THE TREND OF BUSINESS 


PRODUCTION PRICES . 2... TRADE ..... SPINANCE 


The sidewise trend of mid-Summer has given way to a rapid, 
| more-than-seasonal expansion in trade and industry. Retail 
reports have been particularly cheerful since late August and 
wholesale and industrial ordering has also opened up. Be- 
cause consumers’ goods lines are participating more fully, the 
rise in manufacturing presents a well-rounded appearance. 


USINESS activity is again trending 
upward and with a momentum 
; that is unusual even for this period of 
a the year. Late in August it became ap- 
parent that purchasing policies were 
more and more swinging away from 
hand-to-mouth ordering and inventory 
liquidation to forward covering and 
_ moderate inventory accumulation. 
2 Available reports suggest that this shift, 
along with the increase in actual Gov- 
ernment commitments for defense, has 
been the force behind the current up- 
swing. 
Evidence that the movement is well- 
t rounded and no longer concentrated 
: only in the heavy goods industries is 
considered especially significant. In 
: part, defense needs have been respon- 
* sible for stimulation even in light con- 
sumers’ lines: in the men’s wear di- 


vision of the woolen industry, for ex- 
ample, it is reported that over half the 
volume of mill backlogs is accounted 
for by Army and Navy orders. But as 
a general rule, trade ordering is by far 
the dominant factor. Some of it is now 
inspired by the desire to avoid delivery 
delays on items involved in the defense 
program; most of it, however, appears 
to derive from the necessity of replen- 
ishing stocks in retail and wholesale 
channels. 

The earlier-than-usual expansion in 
retail trade caught many distributors 
unprepared. Consumer buying, aided 
by higher payroll disbursements and 
given an added fillip by the sudden turn 
to cold weather, expanded so rapidly at 
the end of August that sales volume for 
the whole month showed a gain of 10 
per cent over last August in department 
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and variety stores and of 16 per cent in 
mail order houses. In the first half of 
September the rise continued, apparent- 
ly without loss of momentum. 

A spirit of optimism is said to be 
more in evidence among consumers 
than at any time in recent months. The 
moderate liberalization of purchasing 
policies by distributors and manufac- 
turers also reflects the better feeling now 
prevalent. Caution has not been dis- 
pelled, as the relative slowness of cor- 
porate financing and bank borrowing 
indicates, but there are signs that it has 
leen tempered in response to compel- 
ling evidence of economic recovery. 


Industrial activity: The revised index 
of industrial production (FRB) in 
August stood at 123 per cent of the 1935- 
1939 average, which was better than 
at the peak in 1937 and only 3 points 
below the all-time high of last Decem- 
ber. Early reports for September indi- 
cate that the trend continues upward: 
the rate of increase is not so rapid as last 
Fall but the situation is at least as favor- 
able, in view of the fact that the level 
from which the industry has pushed off 
this Fall is about 16 per cent higher. 

Durable goods industries still account 
for the greatest share of the gains. In 
July, a survey of the U. S. Bureau of 
Foreign and Domestic Commerce 
shows, new orders received by manu- 
facturers of durable goods were 62 per 
cent above the January 1939 level while 
new orders of non-durable goods manu- 
facturers were up only g per cent. Ship- 
ments of representative manufacturers 
in these two classifications were, respec- 
tively, 27 per cent and g per cent higher. 
For August, the FRB adjusted indexes 
of production activity (1925-1939= 
100) registered 135 for durable goods 
industries and 114 for non-durable. 

August operations in the iron and 
steel industry, which are often repre- 
sentative of durable lines in general, 
were the third highest on record. Pro- 
duction of 6,033,037 net tons of ingots 
(American Iron and Steel Institute) 
was 40 per cent more than in August 
last year. In the machine tool industry, 


9-49 


: 
mace 
a 
\ 
i 
= 
OC TO BER 
=< 


the operating rate was 93 per cent of 
capacity this August compared with 73 
per cent last year (National Machine 
Tool Builders’ Association). Ships 
under construction as of September 1 
totalled 1,558,720 gross tons, against 
693,115 on that date a year ago (Ameri- 
can Bureau of Shipping). Construction 
contracts awarded in 37 Eastern States 
amounted to $414,941,000, the highest 
in ten years and 20 per cent more than 
in August 1939 (F. W. Dodge). 

None of the leading non-durable 
goods industries can match these in- 
creases. In some lines, in fact, August 
output was below that of a year ago: 
apparel production was lower, as were 
also shoe, silk, rayon, and paperboard 
mill operations. The buying move- 
ment which started up in consuming 
channels at the end of the Summer, 
however, has already helped production 
comparisons in many industries. It was 
estimated in the beginning of Septem- 
ber that cotton manufacturers had on 
hand backlogs equivalent to about six 
weeks’ production; in the woolen in- 
dustry, unfilled orders approximated 
30,000,000 yards. Shoe mills and tan- 
ners reported a noticeable expansion in 
business during early September. Pro- 
duction of women’s apparel exceeded 
last year for the first time since May. 


Consumer income: Income payments 
were higher in August for the fourth 
successive month and at one of the best 
levels reached in the last decade. Both 
factory and farm employment are esti- 
mated to have increased by more than 
the usual amount for the month of 
August, but whereas factory employ- 
ment was substantially above a year 
ago, farm employment was 3 per cent 
less than last year. Factory payrolls 
and cash farm income both showed 
good gains over the 1939 level. 


Industrial Production 


Federal Reserve Board Adjusted Index* 


1935-1939 = 100 


1937 1939 1940 
January 116 122 
February 117 a 116 
March 
April ‘ 4 a 
May 
June 1190 121 
July 120 4 121 
August 120 123 
September 115 
October 107. 
November 95 
December 87 

* Revised August 1940. 
Factory Payrolls 
U.S.B.L.S. Index 
1923-1925 = 100 
1938 1940 

January 98.3 
February 97.8 
March 98.2 
April 
May 
June 97.9 
July 96.4 
August 
September 
October 
November 93-3 
December 84.6 


Department Store Sales 


Federal Reserve Board Adjusted Index 
1923-1925 = 100 


1937 1938 1939 1940 
January 93 90 88 9 
February 95 88 87 
March 93 86 88 8q. 
April 93. 83 88 
May 93 78 85 87 
June 93 82 86 Or 
July 92 83 86 or 
August 93 83 89 Too 
September 904 86 gt 
October 93 84 90 
November gl 89 95 
December 89 89 96 


Wholesale Commodity Prices 
U.S.B.L.S. Index—1926 = 100 


June July Aug. Sept. 
Week 1940 1940 1940 1940 
I 77: 77-5 77.0 78.0 
77-4 77-9 76.9 77-9 
Il 77-4 77.6 77:3 
IV 77-0 77:3 77-2 
¥ 774 77:7 


Industrial Stock Prices 
Dow-Jones Index (Weekly Average) 


indexes of department store sales and 
of rural retail sales for August were at 
the highest level in recent years. Sta- 
tistical adjustments for seasonal factors 
are partly responsible for the unusual 
increase in the month and it is possible 
that September adjusted indexes will 
not maintain the August level because 
corrections now allow for a substantial 
seasonal advance. Retailers’ reports for 
the first half of the month continue 
highly optimistic, however, and indi- 
cate that there has been no slackening 
in the rate of expansion. 


Prices: Although net price changes 
in stock and commodity markets have 
not been any greater in the past few 
weeks than in recent months, there have 
been several signs of an upward ten- 
dency. In mid-September, the Dow- 
Jones average of industrial stock prices 
showed an increase of 8 points over the 
level of mid-August, and on September 
19 the Dun & Brapstreet Daily Whole- 
sale Price Index registered a gain of 3 
points over the 112.42 for August 19, the 
low for the year so far. A favorable 
indication of the strength of the market 
is the increase in trading volume which 
has accompanied price upswings. 


Money and banking: Asa rule, finan- 
cial indexes are still less favorable than 
measurements of trade or industrial ac- 
tivity. Commercial borrowing from 
banks showed a sharp increase in the 
early part of September, bringing the 
total loans of member banks to $4,571,- 
000,000 on September 11, the highest 
volume in over two years—but not yet 
as high as in 1937 when trade and indus- 
trial indexes were slightly below the 
current level. Total corporate financing 
in August (The Commerctal and Fi- 
nanctal Chronicle) amounted to $179, 
431,672, less than in August of either of 
the two previous years. Demand de- 


June July Aug. Sept. 

Consumer buying: While retail sales Week —_ 1940 1940 1940 1940 posits of reporting banks in ror cities 
recently have made the best showing in 1! 15.55 | 121.22] 125.69 | 132.38 were still at record peaks, despite some 
heavy-industry centers, reports for Au- 114.88 121.56 125.89 128.78 decline during the month of August, 
gust reveal about the same amount of I 119.14 122,45 | oo W23.ag but the rate of turnover or use of 
improvement over a year ago in coun-  1V 122.94 122.06 124.60 these deposits was the lowest ever 
try and city trade. Seasonally adjusted v 121.52 127.18 reached. 
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LITTLE CHANGE 


IN TRADE INDEX 


The United States Trade Barometer fell to 90.4 (preliminary) in August from go.6 in July. 
Barometer figures are compiled by Dr. L. D. H. Weld, Director of Research, McCann- 
Erickson, Inc.; trade information 1s reported by the branch offices of DuN & Brapstreet, INc. 


ETAIL trade reports for the first half of September 
were distinctly favorable. In almost all lines except 
groceries, which made a sharp upward spurt at this time 
last year, favorable comparisons were made with a year ago. 
Consumers were spending cheerfully, in a manner which 
indicated a generally optimistic undercurrent of sentiment. 
Fall wearing apparel moved in exceptionally good volume, 
aided by the seasonably cool weather, and home furnishings 
and electrical appliances—especially promotional items— 
met with brisk response. Buying in general was said to be 
well distributed throughout all merchandise and_ price 
channels. 

Industrial centers, during the first two weeks of Sep- 
tember continued to make the best year-to-year comparisons, 
with the margin of gain for the whole country averaging 
7to11 percent. The East, the Middle West, and the South 
scored gains well above 10 per cent. New England and the 


Northwest averaged 7 to 8 per cent higher than a year ago, 
while the Pacific Coast again showed a smaller gain—2 to 6 
per cent. 

The beginning of the Fall promotions in August was 
benefited by unseasonably cool weather toward the end of 
the month and by the early Labor Day holiday. Movement 
of Summer merchandise ended abruptly, but clearance had 
been quite successful and stocks had been reduced to an 
unusually healthy condition. Furniture sales and white 
goods promotions met with favorable response, and in the 
apparel lines furs, coats, costume suits, and back-to-school 
wear were volume leaders. A willingness to buy better- 
grade merchandise was rather widely noted, with buyers 
in industrial areas particularly susceptible to “trading-up.” 
Automobile sales declined seasonally during the month, 
but volume was generally still ahead of last year. 

The preliminary United States Trade Barometer for 
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August showed practically no change from the July level. 
Because comparisons are now being made with a rising 
trend last year, however, the year-to-year margin of increase 
narrowed from 10.6 to 8.5 per cent. On a sectional basis, 
better than average gains were made in the East, the Middle 
West, the South, and the Southwest, while smaller gains 
were reported in Pacific Coast, Northwest, and New Eng- 
land territories. In no broad geographical region of the 
country was a decrease reported. 


REGIONAL TRADE BAROMETERS 


REGION 


U.S. 

NEW ENGLAND 
NEW YORK CITY 
ALBANY AND 


SYRACUSE 


BUFFALO AND 
ROCHESTER 


NORTHERN NEW 
JERSEY 


PHILADELPHIA 
PITTSBURGH 
CLEVELAND 


CINCINNATI AND 
COLUMBUS 


INDIANAPOLIS 
AND LOUISVILLE 


CHICAGO 
DETROIT 
MILWAUKEE 
MINNEAPOLIS 


AND ST. PAUL 


AND 
NEBRASKA 


ST. LOUIS 
KANSAS CITY 
MARYLAND AND 


VIRGINIA 


NORTH AND 
SOUTH CAROLINA 


ATLANTA AND 
BIRMINGHAM 
FLORIDA 
MEMPHIS 

NEW ORLEANS 
TEXAS 

DENVER 

SALT LAKE CITY 
PORTLAND AND 
SEATTLE 


SAN FRANCISCO 


LOS ANGELES 
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1940 
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89.1 


90.4 


97.1 


102.4 


109.2 


90.7 


94.0 


97.1 


+20 


Regional barometers now available for July show month- * 
to-month decreases outnumbering increases in trade volume 3 
among the twenty-nine regions. But the eighteen de- 
creases were all less than 5 per cent, with the exception ' 
of Region 15 (Iowa and Nebraska), and the net decline of $ 
the U. S. figure was only 0.5 per cent. Largest of the eleven 
increases over July was 8.8 per cent for St. Louis. . 

Every region except number 15 reported an increase over 2 
last year. Thirteen regions, including most of the Middle 
West and the entire Pacific Coast, had gains of more than * 
10 per cent. 9 

(Charts and trade reports for each region begin on next page) 10. 

THE MAP AND CHART compare the July, 1940, indexes with ‘ 
those for the same month a year ago. The column at the extreme right 
of the chart indicates the relative importance of the regions: the figures 
are percentages of national retail trade from the 1935 Census of Business. 12. 

THE INDEXES for the regions are charted, with U. S., from 1938, on ~ 
pages 32-35. They are composites based on: bank debits (Federal Reserve ‘ 
Board), department store sales (Federal Reserve Board), new car regis- 
trations (R. L. Polk & Company), and life insurance sales (Life Insurance 14, 
Sales Research Bureau). In regions 2, 3, 4, 5, and 14, wholesale sales 
(Department of Commerce), and in region 2, advertising linage (Editor 15. 
and Publisher), which were found to make those indexes more accurate, 
are included. In region 15, department store sales have been omitted. 16. 
Each index is separately adjusted for seasonal variation and for the number 
of business days in each month. All are comparable. The monthly average - 
for the five years 1928-1932 equals 100. The preliminary figure for the : 
United States is computed one month before regional figures are available. 

P 18. 

THE PARAGRAPHS printed opposite the 29 regional charts quote 
figures for July based on samples of department and retail stores re- 
porting to the Federal Reserve banks; for August and for the first half of 19. 
September based on opinions and comments of business men in various 
lines of trade, gathered and weighed by the local Dun & BrapstREET offices. 20. 

21. 
| | | 
UNITED STATES TRADE BAROMETER : 
SEASONALLY ADJUSTED 23 
24. 
1928-32 = 100 25. 
26. 
\ 27. 
80 
Vv 28. 
29. 
1928 | 1929 | 1930 | 1931 | 1932 | 1933 | 1934 | 1935 | 1936 | 1937 | 1938 | 1939 | 1940 
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+30 
100.0 
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75 26 
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16.0 62 
174 3.7 
145 29 
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+110 64 
13.7 40 
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THE REGIONAL TRADE BARORETERS 


These indexes of consumer purchasing are cor- 
rected for seasonal variation; the monthly aver- 
age for the five years 1928-1932 equals 100 (see 
preceding page). Charts showing the curves since 
January 1928, were published in the September 


1940, number and will appear semi-annually. 
Additional information about the indexes and 
about their especial usefulness in regional sales 
quota work, back figures, and data about regional 
boundaries are available for users of the indexes. 


1. New ENGLAND 
JULY, 78.6 JUNE,QI.1* JULY 1939, 81.9 
Juty—-Percentage department store sales increascs 
over previous July: Boston 5, Providence 4, New 
Haven 4. AucGust—Percentage retail trade in- 
creases over last August: Bangor—Providence 5, 
Portland—Manchester 0$ Boston 8, New Bedford— 
Springfield-Hartford 10, Worcester 2, New Haven 
12. Wholesale trade increases: Portland 3, Boston 
10, Springheld 10. Crop yield fair; prices slightly 
higher than in past years. Payrolls and production 
generally above previous year and previous month. 
New business mostly government orders; civilian 
business slow. Collections fair. SEPTEMBER— 
Industrial operations continue strong. Civilian buy- 
ing improved some. Retail trade, bank clearings 
up slightly over last September. * Revised. 


3. ALBANY AND SYRACUSE 
JULY, 92.2 JUNE,92.9 JULY 1939, 85.8 
Ju_ty—Percentage department store sales increases 
over previous July: Syracuse 17, Northern State o, 
Central State 11. AuGusr—Percentage retail trade 
increases over previous August: Albany 5, Bingham- 
ton 15, Utica 7, Syracuse 13. Wholesale trade in- 
creases: Albany 10, Syracuse 8. Agricultural yield 
good, prices spotty. Milk prices higher. Employ- 
ment highest since February 1930. Payrolls and 
production gencrally improved, lower than July in 
Binghamton, where shoe output is off 5° from last 
month. Metal and machinery lines at capacity. 
Typewriter factories, textile mills more active. 
Collections good. SrpremBer—Industrial activity 
at August level. Bank clearings well above 1939. 


5. NorTHERN New Jersey 

JULY, 80.8 JUNE,79.9 JULY 1939, 72.1* 
Juty—Department store sales:in Northern New 
Jersey 9% above level of previous July. AuGust— 
Newark retail trade up 22°% from last year, 15°% 
above July. Wholesale volume increased 10° over 
last August, 6° over previous month. Production 
and sales better than a year ago and a month ago. 
Payrolls and employment improved over last August 
and July. Bank clearings up 2°% from a year ago 
in Newark, down 3°% for entire Northern New 
Jersey. Collections steady with last year and last 
month in retail and wholesale divisions, improved 
in manufacturing. SepTEMBER—Retail, wholesale 
and manufacturing sales volume ahead of last 
year. Bank clearings up 4 to 6°% from last year. 

* Revised. 


7. PirrspurGH 
JULY,90.4  JUNE,90.7 JULY 1939, 77.0 


Juty—Percentage department store sales increases 
over previous July: Erie 8, Pittsburgh 17, Wheeling 
9g, West Virginia State 13. Aucust—Percentage 
retail trade increases over previous August: Erie— 
Huntington 10, Pittsburgh 14, Youngstown 30, 
Charleston 15. Wholesale trade increases: Erie 8, 
(Continued directly opposite) 
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2. New York City 

JULY, 74-7 JUNE, 73-7 JULY 1939, 69.0 
Juty—Percentage department store sales increases 
over previous July: New York—Brooklyn 7, Bridge- 
port 11, Westchester-Stamford 0. AuGust—Per- 
centage retail trade changes from previous August: 
Bridgeport ++10, New York City department store 
sales +8, hotel sales —8, parcel deliveries +6. 
Bank clearings down 17% from a year ago in New 
York City, off 4% in Westchester County. Sea- 
sonal expansion in clothing and millinery lines, 
plus more activity in other factories lifted employ- 
ment 4% and payrolls 7% from last year’s corre- 
sponding level. Collections slightly below level of 
a year ago. SEPTEMBER—Retail trade slightly above 
last year’s level. Wholesale markets active. Bank 
clearings remain below last year’s level. 


4. BuFFALO AND RocHEsTER 
JULY, 78.0 JUNE, 80.4 JULY 1939, 71.4 
Ju_ty—Percentage department store sales increases 
over previous July: Buffalo 8, Rochester 13, Niagara 
Falls 11. AuGust—Percentage retail trade increases 
over previous August: Buffalo 7, Elmira—Rochester 
8. Buffalo wholesale trade up 8°% from a year ago. 
Cold weather seriously affected some crops. Beans, 
sweet corn, tomato yields reduced, apples fair. 
Prices steady to better than last year. Payrolls and 
production above last August, steady to above last 
month. Rochester employment highest for any 
month this year. Collections fair. SEPTEMBER— 
Employment continues upward. Steel backlogs 
rising. Buffalo department store sales about 10°% 
above a year ago. 


6. PHILADELPHIA 
JULY, 89.1 JUNE, 85.0 JULY 1939, 76.8* 
Juty—Percentage department store sales increases 
over previous July: Trenton—York—Wilmington 5, 
Allentown 1, Philadelphia—Reading—Scranton 7, 
Wilkes-Barre 8, Harrisburg 15, Lancaster 3, Johns- 
town 23. Aucust—Percentage retail trade increases 
over previous August: Trenton-Reading 8, Allen- 
town 24, Philadelphia 14, Wilkes-Barre 2, Williams- 
port 10, Harrisburg 5, York 12, Wilmington 9; 
Scranton off 4, Lancaster 5. Philadelphia whole- 
sale trade 20% above a year ago. Payrolls and 
production better than last August, steady to im- 
proved over July. Collections fair to good. Srp- 
TEMBER—Retail trade above last year; wholesale 
sales of dry goods, home furnishings up about 25%. 
Industrial operations strong. * Revised. 


Pittsburgh 15, Charleston 11. Crop prospects about 
normal. Payrolls and production generally better 
than a year ago, steady to better than July. Steel 
operations continue to advance. Coal shipments 
increasing. Chemical and glass industries more 
active than in July. Collections fair to good. SEp- 
TEMBER—Department store sales up about 20°% 
from last September; wholesale volume 10% larger. 
Little change in industrial employment. 
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8. CLEVELAND 


JULY,97-1 JUNE, 101.0 JULY 1939, 84.8 
Juty—Percentage department store sales increases 
over previous July: Cleveland 10, Akron 14, Toledo 
5. Al cust—Percentage retail trade increases over 
previous August: Cleveland 11, Akron 12, Canton 
25, Toledo-Lima 5. Wholesale trade increases: 
Cleveland 14, Akron 3, Toledo 5. Heat hampered 
crop development; corn and tobacco yields small; 
prices firming. Payrolls and production steady to 
improved over last year and last month. Steel 
mills running close to capacity. Machine tool 
plants also very active. Manufacturing of motor 
vehicles resumed. Collections fair to good. SEp- 
‘TEMBER—Industry continues advance, while em- 
ployment conditions show further improvement. 
Department store sales averaged 15 to 20% higher 
than in 1939. 


10. INDIANAPOLIS AND LovuISVILLE 


JULY, 109.2 JUNE, 109.4 JULY 1939, 100.0 
Juty—Percentage department store sales increases 
over previous July: Louisville-—Fort Wayne 10, 
Indianapolis 14. Aucust—Percentage retail trade 
increases over previous August: Louisville 5, Evans- 
ville-Indianapolis 7, Terre Haute 0, Fort Wayne 3. 
Louisville-Indianapolis wholesale trade 10°% above 
level of year ago. Crops damaged by drought but 
recent rains brightened prospects. Farm prices 
firm. Payrolls and production above last year, 
generally steady with July level. Sales of metal 
products manufacturers 15°4 above August 1939; 
hardware and plumbing wholesale volume up 13%. 
Collections generally fair to good. SEPTEMBER— 
Retail sales 15 to 20% above last vear:; wholesale 
volume up 10°4. Bank clearings 20°% above a 
year ago. 


12. Detroit 

JULY, 94.0 JUNE,95.8 JULY 1939, 82.7 
Juty—Detroit department store sales 99 above 
level of previous July. AuGust—Percentage retail 
trade increases over previous August: Detroit 10, 
Grand Rapids 11, Saginaw 5. Wholesale trade 
increases: Detroit 15, Grand Rapids 8. Apple crop 
best in five years; prices higher. Payrolls and pro- 
duction steady to better than previous August. 
Iron industry active. Refrigerator manufacturing 
in good volume. Auto industry and ailied lines 
speeding work on 1941 models; production started 
late in month. Collections about same as July, 
better than a year ago. SrepremBer—Retail and 
wholesale volume up 15 to 20% from last year’s 
level. Bank clearings about 40°% higher than a 
Year ago. 


14. MINNEAPOLIS AND St. 
JULY, 97.1 JUNE,93.9__ JULY 1939, 91.9 
Juty—Minneapolis-St. Paul—Duluth-Superior de- 
partment store sales 7°% higher than level of pre- 
vious July. Aucusr—Percentage retail trade in- 
creases over last August: Duluth 7, Minneapolis 6, 
St. Paul 4, La Crosse 2, Fargo o, Billings 8, Butte 
10, Great Falls 5; Sioux Falls trade off 5°4. Whole- 
sale trade increases: Duluth-Great Falls 5, Min- 
neapolis 6. General crop condition fair. Payrolls 
and production generally above last year’s level, 
steady with July. Demand for flour and linseed oil 
products firm, Heavy outerwear lines report orders 
well ahead of 1939. Auto parts manufacturing 
ahead of last year. August iron ore shipments best 
for any month since 1937. Collections vary. SEP- 
TEMBER—Wholesale and retail demand 5 to 7% 
above last year. 
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g. CINCINNATI AND CoLuMBus 
JULY, 102.4 JUNE, 104.6 JULY 1939, 90.9 


Ju_y—Percentage department store sales increases 
over previous July: Cincinnati 13, Columbus 12. 
Aucust—Percentage retail trade increases over pre- 
vious August: Cincinnati-Columbus 12, Dayton 5, 
Springfield 10, Zanesville 15, Lexington 3. Whole- 
sale trade increases: Cincinnati 5, Columbus 10. 
Prolonged dry spell reduced crop prospects; farm 
prices steady. Payrolls and production generally 
steady to better than last year, unchanged from July. 
Steel and machine tool production high. Cincin- 
nati building construction 59% ahead of August 
1939. Collections vary. SEPTEMBER—Busincss 
generally about 15% above level of last September. 


Department store sales 30 to 359% above a year 
ago. 

11. CHIcaco 
JULY, 90.7 JUNE,93.1 JULY 1939, 81.7 


Juty—Chicago department store sales 9° above 
level of preceding July. AuGust—Percentage re- 
tail trade increases over previous August: Chicago 
5, Rockford 10, Peoria 6, South Bend 7. Chicago 
wholesale trade up 6°% from a year ago. General 
crop yield situation good; ample rain for Fall plow- 
ing. Payrolls and production above last year’s level, 
steady with July. Defense program orders impor- 
tant in machine tool, iron and _ steel businesses. 
Backlogs mounting in steel industry. Chicago bank 
clearings in August highest for that month in three 
years. Collections fair to good. SEPTEMBER— 
Retail and wholesale trade well above level of year 
ago; auto registrations up about 10°%. 


3. MILWAUKEE 
JULY, 90.2 JUNE,94.8 JULY 1939, 84.5 


Juty—Milwaukee department store sales 9°% above 
last July. AuGust—Percentage retail trade increases 
over previous August: Milwaukee 6, Green Bay 15. 
Milwaukee wholesale trade up 5° from corre- 
sponding month last year. Corn, hay, and cabbage 
prospects best in several years; rain rotted some 
grains in fields, delayed tobacco harvest. Commer- 
cial canning of sweet corn and tomatoes progressing 
slowly. Payrolls and production higher than year 
ago, steady to higher compared with July. Activity 
increased in metal trades and in iron and machine 
tool industries. Paper mill operations continue 
steady, with backlogs substantial. Collections good. 
SEPTEMBER—Department store sales 5 to 7°4% above 
last vear. Bank clearings up about 10°% from 1939. 


15. lowa NeBRasKa 
JULY, 76.1 JUNE,83.9 JULY 1939, 91.0 
Juty—Consumer buying 169, below level of corre- 
sponding month last year. AvuGust—Percentage 
retail trade changes from previous August: Burling- 
ton o, Cedar Rapids +3, Davenport-Dubuque— 
Waterloo—Des Moines -+10, Sioux City +7, Lin- 
coln —4, Omaha +4. Wholesale trade increases: 
Sioux City-Omaha 5, Des Moines 10. Corn yield 
good to fair. Rain retarded tomato crop. Prices 
better, especially for hogs. Payrolls and production 
steady to improved over a year ago and July. Heavy 
machinery lines continue as bright spot. Food 
processing active. Sash and door mill operations 
high but backlog receding. Meat packing improved. 
Collections fair to good. SepremMpeR—Bank clear- 
ings about 20% higher than level of last September. 
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REGIONAL ADE BAROMETERS - - - - REGIONS 16 - 23 
16. St. Louis st. 17. Kansas City 

JULY, 100.5  JUNE,92.4 JULY 1939,901 juLy, 88.4 JUNE,92.4 JULY 1939, 864 
Juty—Percentage department store sales increases REGION Jurtyv—Percentage department store sales increases 
over previous July: St. Louis 12, Springfield (Mo.) iN / aw . over previous July: Kansas City 6, Wichita 4, Okla- 
19, Quincy 0. Aucust—Percentage retail trade homa City 7, Tulsa 15. _Avcust—Percentage retail 
increases over previous August: St. Louis 10, Spring- ihe i trade changes from previous August: Kansas City 0, 
field (Mo.) 4, Springfield (IIl.) 5, Quincy 2. Agri- f St. Joseph — Topeka +2, Wichita-Tulsa +5, 
cultural yield prospects good; prices satisfactory. 1938 1939 1940 Oklahoma City +4. Wholesale trade changes: 
Payrolls and production steady to above a year ago, Kansas City 0, Oklahoma City +3. Corn yield 
about same as July. Manufacturers expanding 1 120 ©generally good; prices fair. Payrolls and production 

case : hard tr 17. KANSAS CITY steady ith last ve 1] h Railroad 
plants. Unusual activity for August in steel, hard- steady with last year and last month.  Railroa¢ 
ware, and building lines. Collections fair. SEp- r 7, shops running full time, plant enlargements under 
TEMBER—Retail trade about 20% above last year’s 2 REGION WN |" way in aircraft and packing industries. Oil industry 
level; bank clearings up about 5%. Paint and . Ms ie a l steady. Large packing plant shut down. Buchanan 
varnish sales and production off seasonally. Sales — = ——~= County construction work suspended. Collections 
demand good in other industries. co SEU. a vary. SEPTEMBER—Retail and wholesale volume 

PA Jeo ahead of last year. 
1938 1939 1940 
18. MARYLAND AND VIRGINIA 20 120 


JULY, 114.6 JUNE,112.8 JULY 1939, 98.4 
Juty—Percentage department store sales increases 
over previous July: Baltimore 12, Washington 17, 
Richmond 10, Virginia State 11. AuGust—Per- 
centage retail trade increases from previous August: 
Baltimore 13, Washington 18, Norfolk 15, Rich- 
mond 7, Lynchburg 0, Roanoke 8, Bristol 10. 
Wholesale trade increases: Baltimore 5, Norfolk ro, 
Richmond 6. Storms damaged crops. Peach, to- 
bacco yields below 1939. Tobacco export demand 
smaller. Payrolls and production generally above 
last year’s level, steady to improved over July. 
Durable goods industries leading. Shoe, hosiery 
orders increasing. Collections fair to good. Sep- 
TEMBER—Payrolls and employment higher; defense 
lines stimulated. Autumn lull in building activity. 


20. ATLANTA AND BIRMINGHAM 


JULY, 120.9 JUNE, 121.2 JULY 1939, III.O 
Juty—Percentage department store sales changes 
from previous July: Atlanta +-7, Birmingham +5, 
Nashville —1. AuGust—Percentage retail trade 
increases over previous August: Atlanta—Augusta— 
Mobile—Chattanooga 10, Columbus 15, Macon 8, 
Nashville 5; Birmingham off 6. Wholesale trade 
changes: Atlanta +10, Birmingham —10, Nash- 
ville +5. Cotton and corn outlook good. Income 
from tobacco harvest improved sales and collections. 
Payrolls and production steady to better than last 
year, generally steady with July. Textile, building, 
heavy industry lines active. Smaller concerns less 
active. Collections generally fair. SEPTEMBER— 
Factories expanding output. Atlanta department 


store sales 16 to 20% above last year. 


22. MEMPHIS 
JULY, 99.3 JUNE,98.6 JULY 1939, 98.0 


Juty—Percentage department store sales increases 
over previous July: Memphis 9, Fort Smith 8, Little 
Rock 1. AuGust—Percentage retail) trade increases 
over previous August: Memphis—Little Rock 5, Fort 
Smith 4. Memphis wholesale trade 5°4 ahead of 
corresponding month last year. Late cotton and 
corn crops generally in good shape; Jackson reports 
15 to 35% loss in cotton yield due to bad weather. 
Rice crop good. Pasturage best in some years due 
to ample rain. Payrolls and production steady to 
improved over fast year, about same as in July. 
Lumber mills and furniture factories working at 
top speed. Collections fair. SEPTEMBER—Depart- 
ment store sales up 12° froma year ago. Industry 
more active than in August. 
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18. MARYLAND AND VIRGINIA 
1938 1939 1940 
1 120 
REGION 
4 
iT Vv 100 
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19. NORTH AND SOUTH CAROLINA 
1938 1939 1940 
120; 
L a 
L ™ REGION 
a 100 
100 100 
1 
20. ATLANTA AND BIRMINGHAM 
1 
REGION 
100 
7 
A 
a U.S. | 
60 21, FLORIDA 
1938 1939 1940 
1 T 120 
22. MEMPHIS 
1938 1939 1940 
120 
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19. NortH AND SouTH CaroLiNa 


JULY, 109.2 JUNE, 117.3 JULY 1939, 103.7 
Juty—Percentage department store sales increases 
over preceding July: North Carolina 6, South Caro- 
lina 9. Aucust—Percentage retail trade increases 
over previous August: Winston-Salem—Charlotte— 
Raleigh 5, Wilmington 0, Charleston 10, Columbia 
15, Greenville 12; Asheville off 2. Wholesale trade 
increases: Wilmington 2, Charleston 0, Winston- 
Salem 7. Rains ruined Fall crops near Charleston. 
Tobacco grade good; prices satisfactory. Cotton 
crop outlook favorable. Payrolls and production 
steady to improved over last year, generally steady 
with July. Navy yard expansion and housing 
projects boosting construction activity. Increased 
garrison at Fort Jackson helping sales. Collections 
fair. SEPTEMBER—Bank clearings up 15 to 20% 
over level of last September. 


21. FLorIDA 

JULY, 128.1 JUNE, 133.1 JULY 1939, 115.7 
Juty—Florida department store sales about 6% 
above level of corresponding month last year. 
Aucust—Percentage retail trade increases over pre- 
vious August: Jacksonville 3, Miami 10, Tampa 12. 
Wholesale trade changes: Jacksonville +-7, Tampa 
o. Little agricultural activity at this time of year; 
shipments light. Citrus and other crops in good 
condition. Payrolls and production steady with 
comparative period last year and with July. In- 
creased Government expenditures on construction 
stimulating already active lumber demand and em- 
ployment. Collections fair, slightly improved over 
July in wholesale and manufacturing divisions. 
SEPTEMBER—Little change in trade conditions from 
previous month's volume. 


23. New Orveans 


JULY, 104.1 JUNE,105.2 JULY 93.6 
Juty—New Orleans department store sales up 5% 
over previous July. Aucust—Percentage retail 
trade changes from previous August: New Orleans 
off slightly, Meridian +2. New Orleans wholesale 
trade 15% below last year’s comparative level. 
Crops are late and below normal due to excessive 
rains. Cotton yield prospects 60 to 75°%, of normal. 
Sugar cane looks good. Rice reaching harvest 
period. Farm prices unchanged. Payrolls and pro- 
duction steady with last year and with July. Traders 
in agricultural sections buying cautiously, Oi) fields 
continue active. Building materials and lumber 
moving well, Collections spotty, with late crops 
influencing slowness. SEPTEMBER—Bank clearings 
about 7% below corresponding month Jast year. 
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REGIONS 24 - 29 


REGIONAL TRADE 
24. TEXxas Por 25. DENVER 
REGION 
JULY, 115-7 JUNE, 111.3 JULY 1939,109.0 F “Ww 4 JULY, 100.7 JUNE, IOI.I JULY 1939, 99.0 
Juty—Percentage department store sales increases ~Juty—Denver department store sales 5% higher 
over previous July: Dallas 11, Fort Worth 6, Hous- a Aus ENG 7 than level of last July. Avucust—Percentage retail 
ton 8, San Antonio 19. AuGcust—Percentage retail trade changes from previous August: Denver +10, 
trade increases over previous August: Dallas—Gal- Be es ge i Albuquerque 0. Denver wholesale trade 8°% above 
veston-Shreveport 5, Fort Worth 12, Amarillo— r 4 corresponding month last year. Rains improved 
Lubbock 2, Wichita Falls 10, El Paso 4, Beaumont so ©=—s crop conditions. Fruit and vegetable crops heavy; 
3, Waco 0, San Antonio 6; Houston off 1, Austin ee = aS carload shipments well in excess of 1939 level. 
2. Wholesale trade changes: Dallas-Shreveport Farm prices firm. Payrolls and production better 
+5, San Antonio +8, Fort Worth +2. Cotton © 25. DENVER ]'® in Denver, steady in Albuquerque, compared with 
and wheat crops satisfactory; bumper feed crop. a REGION ph 7 previous year and month. New car sales up slightly 
Payrolls and production generally steady with last 1 Vn” ; 10 from corresponding month in 1939. Collections 
year, steady to improved over July. Oil industry a Sheets fi J generally fair. SepremBeR—Retail and wholesale 
steady. Aircraft plant construction starting near x / oe 4 volume larger than in September 1939. Value of 
Dallas. Collections fair to slow. SEPTEMBER— Nae building permits up about 20° from last year. 
Warm weather and late cotton crop slowed retail r Collections about same as in August. 
60 
sales. Employment increasing. 
26. SALT LAKE CITY 27. PorTLAND AND SEATTLE 
26. Lake City 7 
juLy,94.8 JUNE,98.9 JULY 1939, 82.4 
« 
JULY,99.2 JUNE, 98.1 JULY 1939, g1.6 ee , Oy, J Juty—Percentage department store sales increases 
Juty—Salt Lake City department store sales 5% fi over previous July: Seattle 5, Tacoma 8, Spokane 
above level of corresponding period last year. _" > : 4, Portland 11. Aucust—Percentage retail trade 
Aucust—Salt Lake City retail trade 8°% above pre- a changes from previous August: Seattle +3, Tacoma 
vious August level, 20°%4 from July. Wholesale gf co +43, Spokane o, Portland +8. Wholesale trade 
trade rose 10% over level of August 1939, held 1938 1939 1940 increases: Seattle 10, Portland 5. Early droughts 
steady with July. Agricultural yield 10 to 15% damaged crops. Some apple and pear crops usually 
below last year; prices about even with 1939. Pay- '! 27. PORTLAND AND SEATTLE ]' exported are finding domestic market. Farm prices 
rolls and production steady with a year ago and 5 stable to higher than a year ago. Payrolls and pro- 
even with previous month. Little change in em- _ jo9- Jio9 duction steady to improved over previous year and 
ployment. Value of building permits increased REGION month. Lumber orders exceeding production. 
39% over the comparative period last year. Bank pas 4 Mining and heavy machinery demand fair. New 
clearings 6°% above level of last August. SEPTEM-  aarewoed 1 Seattle airplane plant almost completed. Collec- 
BER—Bank clearings increased 15°% over a year + tions fair to good. SEPTEMBER—Retail trade slight- 
ago to total about $15,000,000. above year ago. 
1938 1939 1940 
SAN FRANCISCO 
28. San Francisco 4 29. Los ANGELES 
JULY, 99.2 JUNE, 9 3.6 1939, 88.2 0 JULY, 100.3 JUNE, 95.2 JULY 1939, 89.0 
Juty—Percentage department store sales changes wre \ - | Juty—Percentage department store sales changes 
from previous July: San Francisco —1, Oakland gol LAY eR from previous July: Los Angeles +6, Phoenix —t. 
+7. Aucust—Percentage retail trade increases q Avucust—Percentage retail trade increases over pre- 
over previous August: San Francisco-Sacramento 5, J@  Vious August: Los Angeles 10, Phoenix up slightly. 
—— o, Fresno 8. San Francisco wholesale trade 1938 1939 1940 Wholesale trade in Los Angeles about 8°% above 
% above level for August 1939. Fruit yield nor- level of a year ago. General agricultural situation 
mal; shipments and prices satisfactory. Payrolls 1 ta 120 good. Domestic orange sales for August reached 
and production steady to better than a year ago. } 4 all-time high; prices best in two years. Payrolls and 
Metal goods, machinery, and paper lines active. 4 oo Production steady to improved over last year, 
Large warship construction program starting. Elec- ; ime slightly above July. Aircraft industry expanding 
trical appliance activity steady, furniture 9°% above K f! \ 4 7] rapidly; new firms forming to do special aeronauti- 
Was . . . . . 
last year. Collections fair to good. SEPTEMBER— 20) MS's 2 : cal work. Building permits up. Collections fair. 
Shipbuilding activity increased. Employment and i SEPTEMBER—Payrolls generally higher than in Au- 
payrolls improved over August. Retail sales volume 2 i gust. Movie industry employment and payrolls re- 
1938 1939 1940 duced. Retail and wholesale trade above 1939 level. 


well above a vear ago. 


GATHERING UP CORN SHOCKS, ALFORD, MASS.—CHARLES PHELPS CUSHING PHOTO 
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NumBer oF FaILurRes 


CuRRENT LIABILITIES 
Thousands of dollars 

(New Series) (Old Series) 
1940 1939 1939 1940 
15,279 20,790 195522 21,415 67.1 
13,472 13,582 12,788 21,028 66.7 
11,681 19,002 17,851 40,325 62.6 
16,247 18,579 17,435 21,147 70.1 
13,068 15,897 14,664 19,139 66.9 
135734 12,581 11,460 15,918 62.5 
16,213 14,999 14,128 14,761 63.0 
12,997 12,637 11,259 16,382 60.6 
10,545 9,402 14,341 
17,464 16,140 13,219 
13,201 11,877 12,302 
13,243 12,078 36,528 


(New Series) (Old Series) 

1940 1939 1939 ©1938 
1,567 1,263 1,377 
Feb.... 1,042 1,202 963 1,149 
Mar: .... 1,107 1,322 1,057 1,167 
Apr,... 2,201 4,337 1,064 1,172 
May ... 1,238 1,334 1,028 1,123 
Joly 495 25953 885 1,038 
Aug. .. 1,528 1,126 859 
Oct.... ...- 3,234 916 997 
MOV) 886 984 
1,153 882 875 
Total.. .... 14,768 11,408 12,836 


+ Apparent annual failures per 10,000 enterprises. 


182,520 168,204 246,505 


INDUSTRIAL AND COMMERCIAL FAILURES 


Dwn’s INsoLvENcy INDExt 


(New Series) 


Unapjustep Apyustep ¢ 

(Old Series) (New Series) (Old Series) 
1939 1939 1938 1940 1939 1939 1938 
86.0 69.3 76.2 54.6 69.9 56.3 62.0 
78.0 62.5 75.2 58.0 67.8 54.3 65.4 
72.6 58.1 64.8 61.4 71.9 57-5 64.2 
73.1 58.5 65.1 67.4 71.0 56.8 63.2 
70.5 54.3 598 65.6 69.8 53.8 59.2 
66.5 50.3 64.1 64.4 69.3 52-4 67.5 
63.0 483 57.2 70.8 70.8 54.3 64.3 
67.0 49.7 54.7 72.8 54.0 59.4 
72:0 54.3 53:0 69.8 52.2 51.8 
69.6 53.7 61.1 


+ For seasonal variation. 


ANALYZING te RECORD of INDUSTRIAL 
and COMMERCIAL FAILURES 


NDUSTRIAL and commercial 

failures in August followed the 
downward seasonal tendencies of Mid- 
summer. They numbered 1,128 with 
liabilities of $12,997,000, compared with 
1,175 in July with liabilities of $16,213,- 
ooo—a decline of 4 per cent in numbers 
and 20 per cent in debts. The number 
was almost identical with that a year 
before when, in August 1939, failures 
totalled 1,126 with liabilities of $12,- 
637,000. 

The insolvency index, which relates 
failures to the number of concerns in 
business, showed a decline in the rate 
of failures from 63.0 in July to 60.6 in 
August and little change from the rate 
of 61.4 failures in every 10,000 concerns 
a year before. A change from last 
month in the seasonally adjusted index 
of less than one point indicated the 
normalcy of the August decline. With 
the sharp upward movement in the ad- 
justed index which had been in effect 
since the beginning of the year checked 
at least for the time being, the general 


DECLINE IN AUGUST SEASONALLY NORMAL 


level of failures remained similar to 
that which prevailed during most of 
1939. 

August failures were off in every 
main industry group. The decreases 
were for the most part moderate, but 
they reversed, except in manufactur- 
ing, the unseasonable July advances. 
In retail trade the net August decline 
amounted to only 1 per cent; within 
the group only apparel shops, furniture 
stores, and restaurants continued the 
July increases. In other lines July in- 
creases were halted or reversed. 

A 12 per cent drop occurred in 
August in wholesale trade failures in 
spite of increases in clothing and auto- 
motive lines. In manufacturing a 3 
per cent decline followed July’s 4 per 
cent drop. Earlier increases in chem- 
icals, iron and steel, and fuels were re- 
versed by substantial decreases in those 
lines during August. Only in printing 
and leather goods were there increases 
in August. Construction failures were 
at the year’s lowest point, the trend 


[ 36] 


having been generally downward since 
April. 

With August failures practically 
equal in number with those of last 
August, it is interesting to compare the 
relative levels of the main industry 
groups. Manufacturing failures were 
equal in number in August 1939 and 
1940; wholesale trade, construction, and 
commercial service failures were fewer 
than in the comparable month a year 
ago; retail failures alone were this year 
more numerous, only, however, to the 
extent of 3 per cent. There appears to 
be no individual line of activity in any 
industry group in which failures are 
noticeably out of line with those a year 
ago. 


INDUSTRY August August Per Cent 

Group 1940 1939 Change 
Manufacturing .... 209 210 0 
Wholesale Trade. . 102 117 —13 
Retail Trade... .... 719 696 + 3 
Construction ..... 49 52 — 6 
Commercial Service 49 51 — 4 


The August decline was general 
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MONTHLY TREND OF: THE INSOLVENCY INDEX 
Peal | 


a 


among failures of all sizes. The de- 
creases were moderate, amounting to 


from 1 to 4 per cent in all size groups § 9 

except the very largest. Failures of = 

substantial concerns with liabilities be- é | -——— new series 
tween $25,000 and $100,000 have de- 3 | 


creased in three months from 110 in 
May to 79 during the last August. A 
year before there were 76. The very 
large failures with debts of $100,000 


| | 


In the charts in this panel the lines for 1939 and 1940 record the movements of new 
series, which represent a more nearly complete coverage of business failures. A com- 
parison of both the old and new series for 1939 appeared in the March 1940 number. 


and over dropped from 25 in July to 0 

12 in August, the lowest number in GRO 
h since last March. URES INDUSTRIAL UPS 

(The Vertical Scale is Logarithmic) 


Eight of the twelve large failures 
were manufacturers. Five of these 
manufacturers sought reorganization 
under Chapter X of the Bankruptcy 
Act. The amount of liabilities ranged = 1 
from $132,000 to $236,000. One was a 
lumber concern in the West which was 4 


established before 1900 and had been Phone 


controlled by one family during the full a" 
lifetime of the enterprise. It was apply- 


a TOTAL FAILURES 


RETAIL TRADE “4 


ing for an RFC loan. Another was 
incorporated in 1914, following long 
ownership by a single proprietor. It 
went through a previous reorganization 
in 1935 under Section 77B, which pre- 
ceded Chapter X, and in settlement 
issued income notes to creditors and 100 


| MANUFACTURING 


WHOLESALE TRADE - 
| 
| 


obtained an RFC loan. Another was 
a succession to a 77B reorganization in A Ag 
1937. The new concern assumed pay- ALA mA 
. . 
ment in full to old creditors over a Vs 
iod of four and a half Th (7e.°6UCUS 
period of four and a half years. e 
other two concerns were of recent ™ 
COMMERCIAL 
The following table presents August FAILURES BY. SIZE OF LIABILITIES 
failures in comparison with those of . (The Vertical Scale is Logarithmic) 
August 1939 by size. ee 
Although the very small failures in- la 
creased and those of the next size de- MAL 
creased, the number of failures with Sting 
debts under $25,000 was little changed 
in the two periods. $5,000 
Size Group August August Per Cent 
1940 1939 Change 
Under $5,000....... 544 471 $15 2 NEW SERIES 
$5,000-$25,000 ..... 493 560 —12 
$25,000-$100,000 ... 79 76 + 4 


Geographically the trend of August 


$100,000 AND OVER 


{ 


failures varied over the country. Inthe 
Boston and New York Federal Reserve 
Districts declines were moderate, as 
they were too in the Dallas and San 
Francisco districts. Along the South 
Atlantic seaboard—the Philadelphia, 
Richmond, and Atlanta districts—and 
in Cleveland there were sharper de- 
clines, while in the central section of 
the country including the Chicago, St. 
Louis, Minneapolis, and Kansas City 
districts there were substantial in- 
creases, especially in the last three sec- 
tions. Compared with a year ago fail- 
ures were currently higher in half of 
the districts, although more than 10 per 
cent higher in only St. Louis, Dallas, 
and San Francisco. On a cumulative 
basis for the year the ranking of the 
districts was as follows: 


FEDERAL RESERVE Jan.-Aug. Jan.-Aug. Per Cent 
Districts 1940 1939 Change 
Cleveland ....... 478 595 —20 
Kansas City... ... 368 447 —18 
205 238 —14 
New York....... 3461 3,826 —I10 
Philadelphia ..... 622 678 — 8 
Minneapolis ..... 150 160 — 6 
Richmond ...... 387 405 —4 
467 477 —2 
687 660 + 4 
284 265 +7 
San Francisco.... 962 893 + 8 
9,422 10,154 —7 


Failures declined in August a little 
less rapidly in the 25 largest cities than 
in the balance of the country. In fact 
in g out of the 25 large cities failures 
were increasing. They were up 6 per 
cent in New York City, although in 
the New York district as a whole fail- 
ures were down. 

In Dun’s Stratisticat Review there is 
presented monthly the number of fail- 
ures occurring in each of the 25 largest 
cities. The 1940 population census has 
just revealed that Jersey City and Port- 
land, Ore., have lost their ranking 
among the 25 largest, and that Houston, 
Tex., and Denver, Colo., have moved 
up into that category. In the failure 
table Houston and Denver will replace 
Jersey City and Portland, but figures 
for the latter cities will continue to 
be shown for long enough to provide 
an adequate overlap. In August the 


Fartures By Divisions oF Inpustrr—AUGUST, 1940 AND 1939 


(Current liabilities in thousands of dollars) 


-—Number. Liabilities — 
Aug. July Aug. Aug. July Aug. 
1940 1940 1939 1940 1940 
Torat. UNITED: STATES 1,128 1,175 1,126 12,997 16,213 12,637 
Paper, Printing and Publishing........ 23 12 17 284 272 296 
Leather and Leather Products......... 9 4 13 197 64 323 
Stone, Clay, Glass, and Products....... 4 a 2 101 161 20 
8 15 9 133 266 345 
Transportation Equipment............ 4 5 2 40 a2. 21 
WHOLESALE TRADE (total).............. 702: «316 117 1,721 1,758 1,689 
Farm Products, Foods, Groceries. ..... . 35 35 48 548 669 696 
Clothing and Furnishings............. II 5 9 120 79 192 
Dry Goods:and Textiles..............4:. 6 5 3 148 31 32 
Lumber, Building Materials, Hardware. . 7 14 15 173 380 222 
Chemicals:and Drugs... 6 6 4 90 36 74 
AVtOMONVE PLOGUCES 8 3 4 324 29 47 
19 32 27 239 409 386 
IREVAM: TRADE 719 728~— «696 4,983 5,897 5,175 
190 208 216 1,036 1,098 1,125 
Farm Supplies, General Stores......... 19 19 23 I51 114 153 
General Merchandise...............:. 28 40 19 133 648 5 
145 123 132 799 921 1,242 
Furniture, Household Furnishings... .. . 58 50 40 572 534 285 
Lumber, Building Materials, Hardware. . 31 33 27 287 383 284 
Automotive Products. .....2..22 s.02. 41 58 47 284 362 457 
CONSTRUCTION (total) 49 65 52 1,272 847 790 
Carpenters and Builders.............. 8 II 16 687 219 498 
Building Sub-contractors.............. 28 41 35 183 421 287 
CoMMERCIAL SERVICE (total)............ 49 50 51 562 594 530 
Cleaners and Dyers, Tailors........... 13 3 10 152 19! 71 
Haulage; Buses; Taxis 9 6 12 123 157 150 


substitution caused a difference of only 
four failures and $7,000 in the total for 


the 25 cities. 
Canadian Failures 


Canadian failures numbered 86 in 
August with liabilities of $628,000, com- 


pared with gg in July with liabilities of 


[ 38 ] 


$860,000. A year ago there were 99 
failures with debts of $982,000. A de- 
cline from July was most marked in 
the Province of Ontario. 

Retail trade failures were little 
changed from July. Net manufactur- 
ing and construction failures were 
noticeably down. 
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SIGNIFICANT BUSINESS INDICATORS 


COMPILED BY THE STATISTICAL STAFF OF “DUN’S REVIEW” 


More detailed figures appear in ‘‘Dun's Statistica, Revirw"’ 


Building Permit Values—215 Cities Dun & Bradstreet 
GEOGRAPHICAL August August Per Cent July Per Cent 7 Wholesale Food Price Index 
Ceene 16 1939 Change 1 Change The index represents the sum total of the 
New England. ... $7,366,832 $4,154,797 + 77.3 $7,810,707 — 5.7 | wholesale price per pound of 31 commodi- 
Middle Adantic . ; 23,114,077 41,220,629 — 44.0 22,047,269 + 4.8 - ties in general use. 
East Central........ 30,825,10 26,050,83 18.3 32,151,175 — 41 |} 
South Central. . .. 13,870,939 11,250,526 + 23.3 12,098,155 + 14.6 17.... $2.31 $2.46 $2.42 $2.92 
West Central. ...... 6,817,198 5,864,377. + 16.2 7,445,063 — 84 ! Sept. 3 2.32 2.32 2.42 2.86 
Mountain... 2,617,320 2,179,505 20.1 2,860,525 — 85 |} Aug. 27. : 439 2.41 2.87 
18,720,146 15,943,525 17.4 21,426,955 — 12.6 Aug. 20.... 2.23 2.14 2.42 2.87 
Tota. $116,081,257 $117,832,387 — 1.5 $124,497,826 — 6.8 : 
New York City..... $14,039,891 $26,024,096 — 46.1 $12,555,186 11.8 
Outside N. Y. C.... .$102,041,366 $91,808,291 + 11.1 $111,942,640 — 8.8 
Bank Clearings—23 U. S. Cities i - 1940... $2.36 Jan. 30 $2.18 June 18 
1939.. $2.46 Sept. 19 $2.13 Aug. 15 
(Millions of dollars) 1938.. $2.53 Jan. 4 $2.34 May 10 
r Monthly Daily Average————~ 
January ...... 24,140 23,383 21,979 928.5 935-3 879.1 ! 
February . 20,641 19,885 17,735 897.4 903.8 806.2 Dun & Bradstreet 
23,833 25,192 916.7 933.0 Daily Wholesale Price Index 
pri 23,587 21,931 21,83 907.2 79.2 39.9 ; ws 
24,361 22,374 20,324 936.9 860.5 813.0 30 Basic Commodities 
21,838 24,124 873.5 892.8 927.8 | (1930-1932 = 100) 
July . 22,939 21,576 21,799 882.3 863.1 872.0 
21,046 22,782 19,890 779.5 843.8 736.7 Sept. ‘Aug. July June 
Dee 115.72 113.20 115.61 114.76 
276,523 266,541 919.7 882.8 115.16 113.17 *.... 1147 
Bank Clearings for Individual Cities 115.70 
(Thousands of dollars) 113.42 114.85 + 
* 
875,034 885,632 — 1.2 976,726 =} 113.47 174.25 116.07 
Philadelphia .......... 1,730,000 1,734,000 — 0.2 1,771,000 | 
Baltimore 323,799 285,835 + 13.3 358,453! 18... 
78 112.42 114.31 116.47 
266,800 242,700 + 9.9 269,600 20.... 115.84 112.88 *.... 116.35 
1,306,571 1,288,680 + 1.4 1,332,508 | 113.32 113.67 117.03 
Mitineapolis 315,215 306,482 + 28 309,034. : 
29.. 113.73 113.11 114.59 
225,552 228,661 — 14 231,034! 4 
San Francisco. . ....... 630,487 634,024 — 06 667,545 | 3-54 
Portland, Ore.......... 170,542 138,355 + 23.3 167,807 Sunday. * Markets closed. 
184,007 162,480 + 13.2 182,957 Hicu Low 
‘otal, 23) Cities, 6034-.: 9,658,141 9,145,012 + 5.6 9,961,672} 1940.. 123.34 Jan. 2 112.42 Aug. 19 
11,387,602 13,637,331 — 16.5 12,077,160 1939.. 124.19 Dec. 18 to1.40 July 24 
21,045,743 22,782,343 — 7.6 22,938,832 =! 1938.. 117.06 Jan. 10 102.43 June 2 
[ 39] 
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THROUGH THE STATISTICIAN’S EYES 


ODD AND INTERESTING ITEMS FROM THE MONTH’S RECORD 


140 ] | 
| 
| | 
OLD INDEX | | 
\ | | \ 
/ \ | Wi 
\ 
V 
REVISED INDEX 
(1935-39=400) \ 
| AN 
J 
60 i | 
INDEXES OF INDUSTRIAL PRopUC- | 
TION —1919-1940—Federal Re- | | 
serve Board—A revision of the | | | | 
widely-used index of production ‘id I | | | | | | 
puts it on a new base, extends the | jj | | 
coverage, and readjusts the em- = | = 
phasis on individual lines in ac- | 
cordance with recent changes in the 
the industrial picture. 1923 1924 1925 1926 1927 1928 1929 1930 1931 1932 1933 1934 1935 1936 1937 1938 1939 1940 


New Production Index 


A MORE COMPREHENSIVE index of industrial production is 
now being published by the Board of Governors of the 
Federal Reserve. Constructed to correct certain statistical 
deficiencies, the new index includes several new series, 
several revised series, and a greater coverage of non-durable 
goods and of advanced products of manufacturing. The 
revised index is comprised, like the former one, of manu- 
factures and minerals. The old and the new indexes are 
similar in major cyclical movements, but different in long- 
term growth and degree of short-term fluctuations. 

The somewhat more rapidly rising long-term trend of 
the new index in comparison with the old one is due pri- 
marily to the inclusion in the new index of such series as 
machinery, rayon textiles, manufactured foods, and chemi- 
cals—expanding industries which were not adequately 
represented in the old index. Notable among the revised 
series were lumber, paper, and pulp. A more stable index, 
from a short-run point of view, has resulted from the in- 
clusion of more non-durable goods series and of products 
in advanced stages of manufacture such as machinery and 
furniture. 

Technically the outstanding change is the shift in the 
base period from 1923-1925 to 1935-1939. The two lines, 
as may be seen in the chart, run quite close together fo: 
recent years; the Board points out that the period 1935-1939 
averaged gg on the old index, whereas 1923-1925 averaged 
87 on the new one. The revised index in 1937 was about 
3 per cent above 1929, the original index 8 per cent below. 

Although the improved index is said to show more clearly 
the industrial growth of the country since 1923, there arc 


still apparent limitations. For one thing, there is no pro- 
vision for changes in quality of product, and for another, 
there is no indication of how closely the growth in pro- 
duction has followed population growth. 


Characteristics of Partnerships 


A PARTNERSHIP, three chances out of five, is a small con- 
cern with a net income of less than $5,000, according to a 
study by the U. S. Department of the Treasury of the 1936 
Federal income tax returns. Two of every five partnerships 
are engaged in trade, most probably in retailing. Next to 
trade, partnerships are most frequent in a wide range of 
business and professional activities, such as law and adver- 
tising, hotels and laundries, motion picture theaters, and 
automobile service stations. Financial concerns, including 
brokers, security dealers, real estate men, lessors of real 
estate property, and insurance companies were next on the 
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PER CENT OF TOTAL 


TRADE SERVICE FINANCIAL AGRICULTURE MANUFACTURING OTHER 


PARTNERSHIPS ACCORDING TO TyPE oF INDUSTRY—1936—U. S. Treasury 

Department—Trade, principally retail, accounted for go per cent of all 

partnerships. Service enterprises took up 17 per cent while financial con- 
cerns accounted for an additional 11 per cent. 
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list, and manufacturing and agricultural enterprises were 
also numerous. 

In many industries, 75 per cent of the partnerships re- 
porting net incomes had incomes of less than $5,000: low net 
incomes were particularly numerous in retail trade, domes- 
tic and personal service, automobile repair, real estate, and 
farming classifications. Incomes above the average for all 
industries on the other hand, were noted for many wholesale 
trade establishments, most branches of manufacturing, and 
the motion picture industry. 


Compensation for Military Duty 


Amupst the din of comment concerning national pre- 
paredness has come a resolution from the Board of Directors 
of the National Association of Manufacturers urging manu- 
facturers wherever possible to allow employees to attend 
National Guard maneuvers without loss of pay. Currently, 
management is displaying considerable leniency in allow- 
ing leaves of absence for men directly involved in the pre- 
paredness program. Questions sent out by the National 
Industrial Conference Board to a small sample of concerns 
indicate a trend toward granting additional time without 
changing the vacation status of the employee. The majority 
of companies are willing to pay the difference between the 
worker’s regular earnings and his service pay during his 
full period of training. 

Up until now, as a rule, salaried employees have received 
greater liberality in National Guard or Reserve Corps 
absences than wage earners. A study by the Conference 
Board of the policy of more than three hundred companies 
showed that only 19 per cent granted time off with pay in 
addition to the regular vacation period for wage earners, 
while more than twice as many, or 43 per cent, provided 


PLANS FOR SALARIED WORKERS 
(393 COMPANIES) 


PLANS FOR WAGE EARNERS 
(371 COMPANIES) 


WORKERS PAID 
DURING ABSENCE 


NO STANDARD 
POLICY 
Company PayMENT PLANs FoR EMPLOYEES ABSENT ON Duty— 
National Industrial Conference Board—Almost half of the companies re- 
porting pay salaried workers during absence for military training without 
deducting from vacation time, while only one-fifth pay wage earners while 
they are away on similar duty. 


WORKERS NOT 
PAID DURING ABSENCE 


such leaves of absence for salaried men. In the type of 
payment plan, there was considerable difference of policy 
between the two groups. Wage earners were more apt to 
receive the difference between their regular earnings and 


the Government allowance. Salaried workers, on the other 
hand, usually received their full wage. 


The Young and the Old in the Job Market 


As FAR AS EMPLOYMENT is concerned, young people in 
New York State between the ages of twenty and twenty- 
four accounted for about 15 per cent of all gainful workers 
in 1930, U. S. Bureau of the Census figures show. As the 
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ACE GROUP OVER 


AcE DisTRIBUTION OF GAINFUL WoRKERS AND UNEMPLoyED, New York 

State—1930—U. S. Bureau of the Census—In the 25-44 age groups, the 

demand for labor is high relative to the supply; workers in the age groups 
below and above this span are in a less favorable position. 


chart indicates, this age group represented a larger propor- 
tion of employed persons than any other age span. A good 
many young persons who desired positions did not find 
them, as about 17 per cent of the unemployed were between 
twenty and twenty-four years. 

The middle years appeared to be the best for job security. 
Between twenty-five and thirty-four the proportion of gain- 
fully employed dropped off as workers quit the market 
because of marriage, ill health, or death, but for these same 
age groups the percentage of unemployed fell off at a much 
steeper rate. After thirty-five, the job market presented a 
less favorable appearance, and the concentration of jobless 
persons was much heavier than of employed. 

An older person who is laid off, unless he has a special 
skill or belongs to a profession, has about half the chance 
of being rehired by private industry as a younger one, 
according to the Final Report of the Joint Legislative Com- 
mittee on Discrimination in Employment of the Middle- 
Aged of the State of New York. 

The New York State Employment Service has disclosed 
that for the month of December 1939 almost 50 per cent 
of the job registrants over forty years of age were craftsmen 
or operatives, persons without job abilities that would bz 
especially in demand. Next in order of number were 
unskilled laborers, manual service workers, protective or 
personal service workers, salesmen, clerical workers, and 
persons in the professional or managerial fields. Among 
women, the largest groups seeking work were operatives, 
manual service, and clerical applicants, but domestic em- 
ployment, personal service, and managerial positions were 
also in strong demand. 
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HERE and THERE m BUSINESS 


WHAT’S NEW AS OBSERVED BY THE AGENCY’S REPORTERS 


Cement—Brentwood Park, at Jack- 
sonville, Florida, is an all-concrete hous- 
ing project recently completed by the 
United States Housing Authority. It 
accommodates 230 families in one and 
two-story apartments. A single unit of 
the buildings has from two to eight 
apartments. 

Concrete in its various forms made 
the frames, doors, walls, and ceilings. 
The exposed concrete floor slabs are 
four inches thick. The project was 
erected for low income families at a 
cost of approximately $600,000. 


Express—A new assorting and de- 
livery station which has a number of 
unusual features was opened this Sum- 
mer on 42nd Street, New York City, 
by the Railway Express Agency, Inc. 
Much. of its freight comes from the 
city’s West Side garment industry. 

The loading platform of this depot 
is 624 feet long, 69 feet wide. It has a 
saw-tooth edge, permitting the parking 
of 105 trucks at an angle. 

One ingenious device is the conveyor 
system, which runs in a narrow oval, 
465 feet long and 21 feet wide. It holds 
82 platform trucks, triple decked and 
fitted to take pipe rack partitions for 
bins. 

Each of these trucks is coupled to an 
overhead chain by a fixed mast. As 
described in the Agency’s Express Mes- 
senger, the conveyor has a theoretical 
capacity of over 20,000 pieces an hour, 
whereas top previous capacity was 8,000 


to 12,000. Average time required to 
assort each piece and move it between 
the tail gate of a smaller street vehicle 
and the larger terminal transfer vehicles 
is under five minutes. 


Graphs—lIn annual reports to em- 
ployees one thing which has made 
precise mathematical people glare has 
been the parade of closely-machined sta- 
tistical charts cartooned beyond exact 
proportions. Perhaps one way to recon- 
cile the ideal of accuracy with the 
“make-it-readable” axiom of a labor 
relations department, however, can be 
found in the treatment of bar and line 
graphs by Remington Rand Inc., Buf- 
falo, New York. 

This company’s third annual report 
to employees seems aimed at the think- 


Concrete—First USHA project completed 
in Florida, apartments for 230 low-income 
families in Jacksonville. Concrete in con- 
struction of walls, frames, floors, shingles, 


ing worker. Its type is set in long lines 
and is not large print. The report has 
no acrobatic pictorialized statistics, only 
line and bar charts against a light blue 
background. Attractive bar charts 
seem easy to understand because the 
bars are very broad. The linear graphs 
stand against a background of very 
widely spaced horizontal and vertical 
lines. 


Revived—In 1885 a disappointed 
engineer pronounced his epitaph for 
the abandoned, unfinished South Penn 
Railroad. “Here,” he wrote, “for the 
time being, and maybe forever, is 
buried the best route ever devised, or 
ever can be devised, between the Ohio 
River and the Atlantic Ocean.” 

Today the route is open: 160 miles 
of Pennsylvania’s Dream Highway: no 
speed limit; no grade crossings; no 
sharp curves. It cuts off two to six 
hours running time between Harris- 
burg and Pittsburgh. Even the heaviest 
modern truck will travel in high gear 
all the way, going under seven moun- 
tains instead of laboring over them. 

The new turnpike is a four-lane road 
with East and West traffic separated by 
a ten-foot center space. There are 
eleven interchange points, each with 
only one possible entrance and exit. A 
driver sees them far enough in advance 
to recognize his turning out place. In- 
terchange lanes have acceleration and 
deceleration areas 1,200 feet long. 
When turning off, a driver moving at 


Convevor—Capable of handling 20,000 pieces an hour 1s this 465-foot long conveyor 
built for Railway Express Agency's Eleventh Avenue terminal in New York City. 
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up to 56 miles an hour merely takes his 
foot off the gas. 

Maximum grade on the turnpike is 
3 per cent. More than two-thirds of 
the way—110 miles—is on a straight 
line. Maximum curvature is 6 degrees, 
with a radius of 995 feet. Factors which 
cause go per cent of all highway acci- 
dents have been eliminated. 

Pennsylvanians view the new road as 
a future economic life line, a Twentieth 
Century Erie Canal. To build it took 
twenty months. Excavators moved 
26,000,000 cubic yards of earth, 6,000,000 
more than came out of the Maginot 


TunneELs Too—On the four-lane Pittsburgh- 

Harrisburg highway no stop signs, grade 

crossings, or left turns. Tunnels though 
the Alleghenies mean less fuel burned. 


Line, which was ten years in building. 
Both projects employed 15,000 men, 
used only 3,500 tons difference in steel. 
France’s battle line, however, took a 
million more cubic yards of cement 
than the Pennsylvania Turnpike. 


Menu—Every year since 1920 menu 
analyses by the Hotels Statler Com- 
pany, Inc., New York, have indicated 
a marked swing in consumer taste 
toward American foods. Altogether 
161,647,958 meal checks from Statler 
restaurants have been studied. 

The 1939 analysis found that such 
national desserts as Apple Pan Dowdy 
and Blackberry Grunt outsold by three 
to one the French dishes hotels favored 
in father’s era. Baked beans, corned 
beef and cabbage, and lamb stew are 
also best sellers. 


Re-arm—The need for stepping up 
‘the pace of executive production while 
easing the strain is emphasized in a 
booklet called Re-Arm the American 
Executive. Its point is that executive 
efficiency has too long been at the mercy 


OCTOBER ‘1940 


+60 MINUTES MORE 
EXECUTIVE TIME 
PER DAY with an 


EDISONMVOICEW 


Al (Alford J.) Williams, Manager of 
the Aviation Department, Gulf Oil 
Corp.—Graduate of Fordham and 
Georgetown— Naval aviator in World 
War I (D.F.C.)—Speed record holder 
1923-31 — Member of N.Y. State Bar— 
Columnist for 18 Scripps-Howard news- 
papers. His book, ‘'Airpower’’ (dic- 
tated on his Ediphone) just published 
is an authoritative story of military 
aviation and its part in World War Il 
«--No wonder Major Williams depends 
on bis Ediphone! 


MORE TIME FOR YOU, TOO 


Surveys show that the average executive increases his capacity an hour 
a day with an Ediphone. Talk your work away, too; record ideas, notes 
and dictation immediately. ..to either the new 812” x II” Desk Ediphone 
_ (like Major Williams’, above) or the new streamlined floor model. 


Write Dept, D10, Thomas A. Edison, Inc., West Orange, N.J. or 
Thomas A, Edison of Canada, Ltd., 6/0 Bay Street, Toronto, 
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FOR ALL FORMS 
FOR FUTURE REFERENCE 
—DAILY HANDLING— 


CRANE’S PAPERS 
AFFORD YOU PERMANENCE 
AND DURABILITY 


= of permanent record 


(legal, accounting, banking) — 
and forms subject to daily hand- 
ling (shop records, meter-reading 
route sheets) last longer, live 
longer on Crane’s. For Crane’s 
Papers are all-rag papers—made 
from cotton and linen fibres only 
— the only paper-making mate- 
rials time itself has proved. We 
offer our long experience in help- 
ing you solve your paper prob- 


lem, and invite your inquiries. 


7 
FINE PAPERS 


MADE IN DALTON, MASSACHUSETTS 
SINCE 1801 


of rugged individualists who insist they 
have to work the way they have always 
worked in the past. 

Since the booklet is issued by Thomas 
A. Edison, Inc., West Orange, New 
Jersey, not unnaturally it leads up to 
selling the company’s voice writing ma- 
chine, the Ediphone, which is said to 
increase efficiency as much as 20 per 
cent. The idea is that what’s good for 
the staff is often good for the boss, too. 


Pond—A four-inch pond of water 
covers the roof of a new bakery which 
is being erected in Oakland, California, 
for the Loose-Wiles Biscuit Company. 
Water, changed constantly, will help 
keep the interior at a cool and uniform 
temperature. 

Three blocks long, the new plant will 
have the longest and largest biscuit bak- 
ing ovens in the world. Its basement, 
for storage of raw materials, and many 
processing points will be refrigerated. 

Baked goods will go through the 
plant from flour to package without 
being touched by any person. Even the 
glass in this “thousand window bakery” 
has a special claim to distinction; it’s 
heat reducing and glare absorbing. 


Amplifiers—What was probably the 
largest public address system ever in- 
stalled for a one-day event carried the 
acceptance speech of Republican Presi- 
dential candidate Wendell L. Willkie 
at Elwood, Indiana. 


One system operated at the Elwood | 


High School, where 15,000 persons 
were gathered. Another spoke to 200,- 
000 at Calloway Park, a mile away. In 
addition there were installations of two 
smaller speaker systems at Pennsyl- 
vania Railroad stations. These directed 
the horde of travellers. 

The railroad station loudspeakers 
were designed to cover an area neces- 
sary for unloading two fifteen-car trains 
at once. Announcers spoke through 
microphones designed specially to de- 
liver voice frequencies capable of over- 
riding crowd noise. 

At 250-acre, heavily-wooded Callo- 
way Park, each unit of a huge battery 
of double-throated horns was individ- 
ually controlled by a separate 50-watt 
amplifier. Thus every horn could be 
adjusted to fit wind conditions. 

The speaker system was installed by 
the Boom Electric & Amplifier Com- 
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Say 
MERRY CHRISTMAS 
and HAPPY NEW YEAR 
With Autopoint 
Business Gifts! 


BUSINESS GIFTS 
CREATE GOOD WILL 


Lead to More Sales 


@ Imprinted Autopoint 
gifts stay on recipients’ 
desks year after year to re- 
mind them of you and your 
big sales points. Find out 
how to do a daily job of sell- 
ing by “remote control’? — 
Autopoint can help you with 
Autopoint pencils, pencil- 
and-knife gift sets, memo 
cases, and many others. 
Write for catalog and tested 
methods used by thousands 
of firms using Autopoint 
business gifts . . . in free 
book, Sales Plans.”’ 


No. 52GS—Deluxe Autopoint. Gold 
filled trim, inlaid crown on cap and 
tip. Bakelite molded. Famous Grip- 
Tite Tip—lead can’t wobble, twist, 
fall out. EaAreaitatte for standard or 
Real Thin Lead. 


No. 183—Pen Knife—black handle, 
medium sized pen knife with fine 
quality high carbon cutlery steel 
blades. 


No. 157—Daily Date Calendar— 
smartly streamlined. Pad always 
. eliminates “empty” 
pearance. “‘V-slotted” 
sheets are easily pulled out —— no 
stubs. alnut Bakelite 
molded case, 


THE I BETTER PENCIL 


AUTOPOINT COMPANY 
1805 W. Foster Ave., Chicago, IIl. 
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pany of Chicago with electrical equip- 
ment made by the Western Electric 
Company using telephone lines of the 
Indiana Bell Telephone Company. 


Wrapping—It has been estimated 
that the annual expense to a retail store 
for wrapping packages is about one-half 
of one per cent of sales. Applied to 
an estimated annual sales volume of 
$5,000,000,000 for the nation’s depart- 
ment, general merchandise, and apparel 
stores, this means that about $25,000,000 
a year probably goes for what a pur- 
chaser tears off and dumps in a waste- 
basket. 

The National Retail Dry Goods 
Association expects that a wrapping 
standardization program now under 
way should save about 10 per cent of 
this, $2,500,000 a year. The association’s 
recently issued 122-page Wrapping 
Supply Manual describes the program. 

As a result of surveying 188 stores, 
NRDGA learned that 2,849 sizes of 
set-up boxes were used, of which 1,935 
did not appear in more than one store; 
but 21 per cent of the total set-up box 
consumption was concentrated in fif- 
teen sizes. The standardization com- 
mittee went to work on the 2,849 and 
whittled the number down to 75. 

Similarly, out of 343 sizes of paper 
bags in 179 stores, 229 had only one 
user. The committee cut the number 
of sizes to 22. 


Wall Paper—Although the domes- 
tic manufacture of wall paper is more 
than 100 years old, few persons outside 
of the industry are familiar with its 
operations. United Wall Paper Fac- 
tories, Inc., Chicago, Illinois, took ad- 
vantage of this situation in mid-August 
by combining an annual report with a 
feature article about manufacturing 
processes. 

In form and context the report is a 
radical departure for United. The 
cover was cut from a sheet of their 1941 
wall paper, Marcella Rose. Inside are 
facing pages contrasting samples of 
papers which were a “Best Seller of 
1930” and a “Best Seller of 1940.” 

Among other interesting things, the 
report shows a new machine which puts 
a background color on the paper by air 
and suction, smoothing out the color 
and forcing it into the surface. Pre- 
viously this operation was performed 
by an automatic brushing device. 
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AMERICAN VISCOSE = CROWN TESTED 
CORPORATION eo AND 
A PIONEER OF A NEW PRODUCT APPROVED 


by 
COMBUSTION 
ENGINEERING 


LEADER IN MODERN STEAM GENERATION 


When a spectacular new material wins widespread public approval, it takes all 
the genius of a progressive management to meet unprecedented consumer de- 
mand with rapid but prudent expansion of manufacturing facilities. Such has 
been the role of American Viscose Corporation in reaching its present annual 
capacity of over 170,000,000 Ib of rayon yarn and staple fibre. 

As you’d expect, such progressive management looks to other progressive 
companies to furnish vital manufacturing facilities, especially so in the case of 
major equipment as important as the steam generating plant. 

Hence, last year, for the new plant at Front Royal, Va., C-E supplied three 
big steam generating units, each with a capacity of 225,000 lb of steam per hour. 
Previously, in 1936, another three units were manufactured by C-E for the 
plant at Marcus Hook, Pa. Even before 1936, C-E equipment was already 
serving commendably in other American Viscose plants. 

This consistent selection of C-E equipment by another big name in American 
Industry has its significance for you. It points to a source of steam generating 
equipment where progressive standards of design and construction assure the 
utmost economy of steam generation. Whatever your steam requirements, look 
to C-E to plan an installation suited to your needs. 


COMBUSTION 
ENGINEERING 


200 Madison Avenue, New York, N. Y. 


SYSTEMS A ERHEATER LO MEZERS | 
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Where Else Can You Buy 
LETTERHEADS site 
ts Thousand ! 


No matter where you are located, 
you can now get mass production 
prices on lithographed letterheads 
and genuine offset printing. 


Send a Sample of 
Your Letterhead 


for our low prices; or let our famous 
“Letterhead Clinic” submit a new 
and modernized design—FREE! 


E specialize in offset (lithographic) 

printing for companies who use the 

mails to get business. Distance is 
no barrier as we understand your needs— 
can interpret your written instructions in 
the light of good direct-mail practice. 


Many of our customers in places as far 
distant as Seattle send us merely rough 
sketches of a layout, with copy or text in 
typewritten form, and depend upon us for 
artwork, typesetting and printing. 


We've printed billions of result-produc- 
ing mailings for customers we’ve never seen, 
at prices that represent a real saving. 


You, too, can enjoy the lower prices made 
possible by our mass production and have 
your literature printed with all the punch 
and class of genuine offset. 


MAIL THE COUPON for folder of famous 

letterheads we've designed or lithographed. 

Send your own letterhead for an all-time 

low price quotation on quality work. Or, 

ask our Art Staff (The Letterhead Clinic) 

to give you suggestions—FREE of charge 

on a new and modern design for your old 

letterhead. Mail the coupon—NOW! 

UNIVERSAL LITHOGRAPHING CO., Dept. 710 

4313 Diversey Ave., Chicago, Ill. 

Send your folder of famous letterheads, with prices 

and samples of stock. 

(0 Enclosed is our present letterhead. Quote price 

(0 Have your Clinic submit suggestions—without 
obligation—on redesigning our letterhead. 


RETAIL SURVEY 


(Continued from page 26) 


or in part upon a luxury patronage. 
Since these trades combine the charac- 
teristics of both manufacturing and re- 
tailing, they are excluded from the com- 
parisons below. 

The next seven trades, with margins 
ranging from 37 to 42 per cent, turn 
over their inventories from two to three 
times per year. They are engaged pri- 
marily in straight retailing rather than 
in a service or manufacturing function, 
and six of the seven trades handle dur- 
able goods such as furniture, house fur- 
nishings, and musical instruments. 

At the other extreme, the eight trades 
at the bottom of the list, with margins 
ranging from 16 to 20 per cent of sales, 
register average turnover ratios from 
two and a half to thirteen times a year, 
with the typical figure about eight times 
a year. All these trades either sell food 
or serve a farm trade, with the single ex- 
ception of motor vehicle dealers, who 
retail their “durable goods” at a realized 
margin of 17 per cent. (This apparently 
abnormal feat is undoubtedly related to 
the fact that they are able to average 
eight inventory turns a year, as com- 
pared with the much slower turnover in 
durable goods trades discussed above.) 

The compensating relationship be- 
tween margin and turnover applies in a 
slightly different manner to the normal 
rate of profit on sales. In the group of 
wide-margin, durable-goods trades, the 
typical profit is estimated at 3.5 per cent 
of sales. Among the eight narrow mar- 
gin trades expenses left room for only 
1.4 per cent of sales as a profit. This is 
reasonable enough in view of the fact 
that a high-margin transaction must 
yield more profit if the same dollar of 
inventory investment can be used only 
once or twice again during the year. 

Obviously this relation is not direct, 
since accounts receivable constitute a 
substantial part of the assets invested 
in some types of retailing. However, 
extension of credit is much more preva- 
lent in the high-margin, durable-goods 
trades than it is in food or other low- 
margin lines; hence total assets would 
be larger relative to sales volume and 
therefore show a slower turnover than 
the inventory alone. On that basis the 
contrast between the two groups would 
be even sharper than is shown in the 
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Accurate accounting and statistical 
reports pertaining to any branch or 
department of your business are 
quickly available by employing the 
International Business Machines Ser- 
vice Bureau. 

Through the medium of Electric 
Punched Card Accounting Machines, 
this Bureau will furnish Sales and 
Cost Records, Inventory Reports and 
other required data. More than 400 
different kinds of businesses are 
profiting by the use of this swift, ac- 
curate Service. Strict confidence an 
underlying principle. Branches lo- 
cated in principal cities. Detailed 
information on request. 


INTERNATIONAL BUSINESS 
MACHINES CORPORATION 


World Headquarters Building Branch Offices 
$90 MADISON AVENUE, ee IM PRINCIPAL CITIES 


YORK, Y. OF THE WORLD 


Mn. Executive: 
A * 


* 
CONTROL 


If you are using a budget in your 
business today, you will be interested 
in the new CONTROL BUDGET. 
It is a practical improvement on 
present budgeting procedures. 
There are two new factors in it 
which give you cost reduction and 
control, as well as simplification of 
detail. 

The CONTROL BUDGET puts a new 
tool in your hands which permits better 
direction of your business;—insures profits, 
shows you how to offset heavy taxes, and 
how to satisfy your stockholders with 
dividends. 

The new CONTROL BUDGET is ex- 
plained in our brochure—‘Plans for Ex- 
ecutives.” Send for it today. It is FREE. 


CORRIGAN, OSBURNE & WELLS, Inc. 
60 East 42nd Street | New York 
Offices in 
Philadelphia, Pittsburgh and San Francisco 
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following computation. Using esti- 
mated typical ratios for groups of 
trades, profit has been multiplied by 
inventory turnover. 


INVENTORY PROFIT 
Prorit TURNOVER TIMES 
Per Cent Times INVENTORY 
of Sales per Year TURNOVER 


High-margin trades.... 3.3 2.8 9.2 
(Gross margin 37-42 percent) 
Low-margin trades. ... 1.3 8.5 11.5 


(Gross margin 16-20 per cent) 


These figures are merely another 
demonstration of the well-known fact 
that a high rate of profit on sales may 
be a low rate of return on investment, 
if the assets turn over slowly enough. 
These figures suggest, though they do 
not prove, that some of the low-margin 
trades were yielding a better return on 
assets in 1939 than the general run of 
high-margin lines. Furthermore, they 
do not indicate that anything can or 
should be done about the matter, nor 
that the same contrast would prevail in 
other years, under other economic con- 
ditions. Lastly, the comparison cannot 
be quoted as an observation about re- 
turn on net worth, since the amount of 
suppliers and “other people’s” capital 
which supplements the owners’ net 
worth, may vary widely from store to 
store. 

The primary purpose of the survey is 
to provide standards for examining the 
experience of individual stores, while 
the general comparisons discussed 
above may be classed as a by-product. 
Trial has shown that such an examina- 
tion must be governed by a balanced 
mixture of confidence and caution. 
When the height and weight of a grow- 
ing child are compared with the aver- 
ages for his age, a departure from the 
average does not indicate that the child 
must be stuffed or sweated to the proper 
weight, nor trimmed to the proper 
height. It is merely a basis for judging 
whether his condition is satisfactory, 
considering his bone structure and 
family characteristics. 

By assisting retailers in the common 
sense use of this proven management 
aid, wholesalers and manufacturers 
have found that they are hedging the 
future by preserving and improving the 
auality of names in the customer ledger. 
They fully realize that the survey is 
no cure-all for retailers’ ills. The com- 
putation of a few percentages and their 
comparison with trade averages will 
never replace the good judgment by 
which a successful business is guided. 
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DO YOU KNOW THAT 


Leasing your salesmen’s cars 


COSTS LESS THAN OWNERSHIP? 


Nothing peps up a salesman more than driving a brand new car of latest 
model each year. The R. A. Company’s leasing plan makes this possible 
and, in addition, absorbs the costs of all items of service, maintenance and 
repairs. Based on the average mileage of salesmen, your total cost per mile 
of operation, including gasoline and oil, should not exceed 34% cents. 
Under our plan, the higher the mileage the less the cost per mile as our 
leasing rate remains standard regardless of mileage. 

Your salesmen are relieved of all financial worries and other responsibilities of personally 


owned cars. As the actual cost of operating 
cars depends greatly upon geographical con- 
ditions, your company by applying our plan 
is forever relieved of the task of trying to 
establish an equitable mileage or other 
allowance system satisfactory to all sales- 
men. 

There is no restriction on mileage or use of 
cars at any time. Use of decalcomania, 
trade-mark, permitted. 

Our annual leasing charge per car, including 
service and maintenance, is considerably 
less than the cost of a new car. In many in- 
stances, savings under our plan have been 
one-third to one-half former costs. 

- Why not start now to effect these savings? 
Phone or write for complete details of the 
R. A. Company’s Leasing Plan. 


UNDER THE R. A. 
COMPANY’S PLAN 
YOU GET: 


A brand new Dodge, Plymouth or Chevrolet 
of latest model every 12 months. 

License plates in whatever states operated. 
Fire, theft and collision insurance. 
Replacement of cars without additional cost 
if stolen or destroyed by fire, collision or 
otherwise. 

All items of service, maintenance and re- 
pairs. 

Tire repairs and new replacements. 

Chains and anti-freeze. 

Grease. 

Present equipment of your company or sales- 
men purchased by us for cash, if desired. 


Now serving more than 100 national companies and operating in 
all of the 48 states. 


The kh. A. 


Company 


PIONEERS IN FLEET AUTOMOBILE LEASING 


J. EGAN, New York Manager 


G. : 
122 E. 42nd St., New York City (AShland 4-9653) : 


300 Morris Bldg. and 1421 Chestnut St. 
Philadelphia, Pa, (Rittenhouse 2390) 


STOP TAKING YOUR 
CUSTOMERS FOR GRANTED! 


Appeal to their emotions! Create a preference 
for doing business with YOU! Express your senti- 
ments with our BUSINESS CHRISTMAS CARDS. 


Request samples on your letterhead 


GOOD-WILL BUILDERS, 36 East 23rd St., New York 


AMERICA'S QUALITY 
GIFT-PREMIUM PRIZE 


Plain, or with Firm Insignia, Trade 
Mark, Product, Initials, embossed 
in color— give a PO and “be 
remembered more often.’’ Life- 
time Guarantee. 

Write for PRICE LIST & FOLDER 


ZIPPO Mfg. Co., Box 17, Bradford, Pa. 


financial possibilities. 


will stand reasonable examination. 


NINETY WEST STREET 


Small Communities Seek Industry 


Now is an excellent time to relocate your manufacturing operations, or a branch of 
same, in some brisk, enterprising small community. 

Numerous well located communities are short of industry. They are long on unoccupied 
manufacturing plants, skilled and unskilled labor of both sexes, vacant housing and 


Substantial community assistance can be obtained for manufacturing projects, that 


We invite consultation without obligation. 


SHERMAN AND ASSOCIATES 


Management and Industrial Consultants 
COrtlandt 7-7664 


NEW YORK, N. Y. 
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TO THE EXECUTIVES 
OF COMPANIES WITH 
MORE THAN 20 EMPLOYES 


IX a very small company this problem sel- 
dom arises. But if your business or plant 
requires any number of people—say 20 or 
more, you must have given not a little 
thought to the question of employe loans. 
You know that most workers have at some 
time unusual expenses which they can’t 
meet out of savings or current income. They 
must borrow or fall behind. And the employe 
worried by unpaid bills finds it hard to keep 
his mind on his job. 


Credit for wage workers 
Students of social problems have long recog- 
nized the need of a legitimate source of credit 
for wage-workers—a place where small bor- 
rowers without bargaining power can obtain 
loans at reasonable cost and under state 
regulation. 

Terms the worker can meet 

To supply this credit is the job of the modern 
family finance company like Household Fi- 
nance. At Household Finance the respon- 
sible worker can borrow up to $300 largely 
on character and earning ability. No en- 
dorser or bankable security is needed. No 
wage assignment is taken. In a simple, pri- 
vate transaction the worker obtains what 
he needs to meet the emergency. 

Repayment of the loan is made in small 
monthly installments. Thus the borrower can 
get out of debt without sacrifice. Below are 
some typical loan plans. Charges are made 
at the rate of 214% per month (less in many 
territories on larger loans). These charges are 
substantially below the maximum allowed 
by the Small Loan Laws of most states. 


[AMOUNT AMOUNT PAID BACK EACH MONTH 
OF Including All Charges 

CASH 2 6 12 16 20 

LOAN mos. mos. | mos. mos. mos. 
v lean loan loan loan loan 


$ 20 |$ 10.38 |$ 3.63 |$ 1.05 
50 25.94 9.08 4.87 


100 51.88 | 18.15 9.75 |$ 7.66 |$ 6.41 
4a 


150 82 | 27.23 | 14.62 | 11.49 9.62 
200 103.77 | 36.31 | 19.50 | 15.32 | 12.83 
250 129.71 | 45.39 | 24.37 | 19.15 | 16.04 
300 155.65 | 54.46 | 29.25 | 22.98 | 19.24 


Above payments figured at 2%% per month 
and based on prompt payment are in effect in 
Maryland rok several other states. Due to 
local conditions, rates elsewhere vary slightly. 


To help borrowers—and others—avoid un- 
necessary debt Household teaches and en- 
courages families to spend wisely and buy 
intelligently. Thousands have learned from 
Household’s booklets on money manage- 
ment and better buymanship to stretch their 
incomes. Schools and colleges make constant 
use of this material. 

Why don’t you send the coupon for further 
information? You will incur no obligation. 


HOUSEHOLD FINANCE 


Headquarters: 919 N. Michigan Ave., Chicago 
One of America's leading family finance organ- 
izations, with 282 branches in 184 cities 
HousEHOLD FINANCE CORPORATION, Dept. DR- J 

919 N. Michigan Ave., Chicago, II. 


Please tell me more about your loan service for 
wage earners—without obligation. 


Name... 


THE DEFENSE 
PROGRAM 


(Continued from page 22) 


generalization, and one of them is 
the use of priority to fructify a useful 


economic development that cannot be 


completed without it. Private enter- 
prise, through the construction of a new 
factory for the manufacture of civilian 
wares, or the development of a new 
industry, may frequently be prevented 
from providing employment at spots 
where it is badly needed by the lack of 
certain essential materials, as tools, steel, 
or a strategic raw material. 

If the military sacrifice is not too 
great, or not comparable with the vol- 
ume of healthy activity that would 
otherwise be released, a priority re- 
quest for the needed item in favor of 
the new non-military enterprise might 
be in the cards. Given these condi- 
tions, it would at least not run against 
the disposition of some of the key men 
in the defense program who likewise 
feel economic responsibilities. 


Responsibilities 


The last word is about the relation- 
ship of economics to human emotions 
and about the capacity of business 
leadership to make them serve together. 
We do not want to become a people 
running about wildly to do a hard job 
that is best done by method and fore- 
sight. Merely reckless spending is a 
mild form of hysteria, and we do not 
want to go along that road any faster 
than circumstances oblige. The strain 
will be bad enough without it. The 
bright face of danger has a consuming 
as well as a poetic quality, and it is the 
precious energy and spirit of a nation 
that often feed its flame. In many 
lands we have seen its degeneration 
first into molten lines of passion and 
finally into the grey ashes of hope ex- 
tinguished. 

At least on the business end of the 
job of steeling ourselves to peril, re- 
straint and balance are needed to make 
our efforts effective. We think of the 
Advisory Commission to the Council 
of National Defense principally as a 
bevy of production experts. In fact, 
some of the country’s best buying minds 
have been drafted as well, and have 
brought with them deeply fixed habits 
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“‘Duophoto” it 


It costs less to 
own it than to 
be without it. 


No need to send out of your office for photostats. 
Save time and money with Duophoto, the perfect 
portable photocopying unit. Makes exact copies 
of anything written, printed, drawn, etc., in mere 
seconds. Anyone can operate it. 


All Duophoto Products made in U.S.A. 


Write for descrip- 

tive folder D-10 Duo holo 
and prices. CORP 

30 West 25th Street New York, N.Y. 


ACID and ALKALI RESISTANT 


for FLOORS 


Imparts Enamel-like Finish 
in Beautiful Color 


COLORFLEX is an_ excellent, 
colorful preservative for use on 
wood or concrete floors. Quickly 
applied with ordinary roof brush 
or mop. Eliminates painting. 
Penetrates the pores of the floor 
. won't skin off, check, craze 
or crack. Raw alcohol has no effect on it. Sulphuric 
acid won't touch it. It's fire resistant. The gloss stands 
up under the hardest kind of floor traffic. Over wood, 
COLORFLEX prevents splintering. Over concrete it pre- 
vents dusting. Dries in four hours. Used indoors or out. 
COLORS: Tile Red @ Linoleum Brown 
Battleship Gray @ Emerald Green 
Write for complete COLORFLEX information . . . details 
of FREE TRIAL OFFER. No obligation. 


FLEXROCK COMPANY 2363 Manning 5 


YALE 


Ends Wardrobe and Locker 
Problems—SANITARY 
- SPACE SAVING 
TTRACTIVE 
Bring icheckroom efficiency into 
‘our Office . ve locker room 
loor space; end focker room evils. 
A modern attractive steel 
Valet peo complete accom- 
ions (hats, 
umbrellas) for 6 
Occupies no more i. than an 
ordinary costumer. 
““3-U" Valet Racks, im, wall or 
2-sided types, accommodate 3 or 
6 persons per running foot. Fit in 


6-place 
Valet 
(illus- 

trated) 


12-place 
2-sided 
Valets 


Valse anywhere; anylength. Walnut, 

Racks Brown, Olive Green or Maroon. 
Keeps 

lengt 


b 


Write for Free 
Catalog 
Showing completeline 
of modern steel office 

and 
Aad name 
of local dealer 


VOGEL - PETERSON co., Inc. 


1819 WN. “Wolcott” Ave., Chicago, u. S.A 
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DUN’S REVIEW 


of thought and practice born of long 
years of fencing with selling stratagems. 
They know costs and trade customs, 
and the difference between real and 
imaginary expense burdens. Their 
presence is an assurance that as far as 
the low grade perils of bargaining are 
concerned, Uncle Sam will probably 
get his money’s worth, But except for 
its psychological importance, even this 
is probably secondary to the need for a 
sense of economic awareness in throw- 
ing all this artificial money around. 

On the Commission, or working 
with it, are men who are skilled in 
production, in selling, in purchasing 
and, in fact, gathering and appraisal. 
Mechanically that is fine. But it also 
happens that many of them, from their 
respective places in normal life, have 
shown a sensitivity to human _ prob- 
lems that adds an unadvertised dimen- 
sion to their present usefulness. It is 
their own notion, not that of irrespon- 
sible moralists, that the tremendous 
task of shifting an intricate peace-time 
economy onto a war basis be accom- 
plished with as little social loss as pos- 
sible. The speculative worries and 
proposals described in these pages are 
personal responsibilities to them, what- 
ever may prove to be the practical 
limits to action. It is thought that they 
may assist business understanding of a 
phase of the rearmament program that, 
in the long run, can be very important 
to business. 


DUN’S REVIEW 
290 BROADWAY NEW YORK, N. Y. 


Susscription: $4 a year; $10 for three years; 
35 cents a copy. Outside U. S. $5 a year. 


Willard L. Thorp, Editor; Norman C. Firth, 
Managing Editor and Business Manager; Edwin 
B. George, Walter Mitchell, Jr., A. M. Sullivan, 
Associate Editors; J. A. D’Andrea, Statistician; 
Clarence Switzer, Art Director; H. C. Daych, 
Advertising Manager. 


Don's REVIEW goes to each company using the 
services of Dun & BrapstreEet, INc. Service 
subscribers may obtain additional subscriptions to 
the magazine for executives, branches, and so on, 
at special rates... . Published monthly. October, 
1940, Vol. 48, No. 2150. . . . The contents of 
this magazine are indexed in the Industrial Arts 
Index. .. . Member C.C.A. . . . Copyright 1940, 
Dun & BrapstreET, INc. 


More detailed breakdowns of those statistical data 
originally compiled by the publishers—business 
failures, bank clearings, building permits, and 
Price indexes which are summarized and inter- 
preted each month in Dun’s Review (see pages 
36-39)—are published monthly in Dun’s Sta- 
TistIcaL Review, tables only, no text, $1 a year; 
$2 outside the United States. 
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T was 1937. The business outlook was gloomy. In particular, the 
ROCKLAND CORPORATION* was fighting against the handicaps 
of inadequate working capital and a local tightening of credit. 


As of January Ist that year, the company’s books showed this picture: 


NET WORTH $132,389 
WORKING CAPITAL 76,000 
NET SALES (1936) 629,187 


Two methods of obtaining funds were being seriously considered. One 
was through the sale of treasury stock. The other, the negotiation of a 
Government loan. For reasons that are readily understandable, neither 
course was looked at with much joy. 


Then, a third plan was proposed. Why not take a look at OPEN 
ACCOUNT financing . . . find out how it worked . . . how much it cost 
in comparison with other financing? See if it offered a sound solution. 


Now, skip three years and turn to the company’s books as of December 
31st, 1939. Here’s the comparison with the 1936 figures: 
NET WORTH $266,000 — UP $133,611 
WORKING CAPITAL 143,000 — UP 67,600 
NET SALES 817,473 —UP 188,266 


Remember, this improvement was effected without a single dollar of 
additional investment. 


The president writes: ‘“This has been the biggest year in the history 
of our company. We do not owe anybody, anything. We are operating 
on a cash basis . . . Commercial Credit Company saved the day for us. 
We did not have to seil our stock . . . we did not have to go through 
with the loan from the Government . . . We want to thank you for the 
co-operation your organization has extended us.”’ 
* 

If any substantial part of your capital is tied up in receivables or inven- 
tories—or in bank balances, accumulating to meet maturing obliga- 
tions—investigate our OPEN ACCOUNT FINANCING service. May 
we send you our booklets, ‘‘Caprra, at Work”’ and *‘CoMPARATIVE 
Costs oF Financina’’? Address Dept. DR. 


*A fictitious name, but the facts and figures, taken from our records, can be certified. 


COMMERCIAL CREDIT COMPANY 


"Non-Notification’’ Open Account Financing 


BALTIMORE 


BOSTON NEW YORK CHICAGO SAN FRANCISCO LOS ANGELES PORTLAND, ORE. 


CAPITAL AND SURPLUS MORE THAN $60,000,000 
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OR A NUMBER of years, the supporters 
of a particular legislative proposal have struggled to 
get it through Congress. Several times, they have suc- 
ceeded in having hearings held, but Congressional 
interest has always died before it reached an actual 
vote. I have just received a letter suggesting that, at 
last, the deadlock can be broken, if only the proposal 
can somehow be linked to National Defense. The 


K. 


PHOTO BY HARRIS & EWING 


fact is that such a connection would be exceedingly 
far fetched. 

At the present time, National Defense is a 
very potent symbol. We shall have to be very careful, 
or the: power of the phrase will be used for many un- 
related purposes. Slogans are fine for selling, but are 
a dangerous basis for the determination of public 
policy. 
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